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CHAPTER 1 . INTRODUCTION 
Chapter 12 bankruptcy procedures have been in operation 
since November 26, 1986. 1 The original legislation was to 
expire in 1993, but has been extended for an add itional five 
years. 2 Although this legislation has been extended, very 
little analytical information is available about the 
effectiveness of Chapter 12 as a farm reorganization tool. 
Dr. Neil E . Harl has provided a chronological recount o f the 
farm finance crisis, with respect to the actions o f the state 
and federal governments, Farm Credit System, private lenders, 
and the media, in his book The Farm Debt Crisis of the 1980s. 3 
A synopsis of the farm crisis lessons are contained in 
"Lessons Learned from the Farm Debt Crisis of the 1980's." 4 A 
study entitled " Impacts of Chapter 12 and Lender Liability 
Suits on Bankers ' Propensity to Lend in Western Arkansas" was 
conducted using hypothetical applications to model bank 
11 u .s .c . § 1201 (1988 ) . 
2 Pub . L. No . 103-65, 107 Stat. 311 (1993). 
3 NEIL E. HARL, THE FARM DEBT CRISIS OF THE 19805 (1990 ) . 
Neil E. Harl, Lessons Learned from the Farm Debt Crisis 
of the 1980's, A.E. Research 88-13, Cornell University (Nov. 
1988 ) . 
2 
lending behavior with respect to the impact of Chapter 12 and 
lender liability suits. 5 The study concluded that bank 
lending behavior had not been significantly impacted by the 
existence of Chapter 12. 6 Collender conducted research into 
the relative impact of Chapter 12 on economic efficiency 
versus the impact of Chapter 11 and concluded that 11 [a] 
conservative estimate of the incremental impact of Chapter 12 
over Chapter 11 is that it raises indirect bankruptcy costs 
by about one-fourth. To offset the costs Chapter 12 imposes 
on creditors, interest rates to farm borrowers wi ll have to 
be between O. 25% and 1. 0% higher on average . 11 1 A review of 
Chapter 12 use throughout the nation, detailing the 
decreasing use of Chapter 12, is provided in "The Chapter 12 
Experience in the U.S.: Regional Comparisons and Analysis of 
Filing, Discharge and Failure Rates. 118 All of these research 
5 B.L. Dixon, K.M. Raub & J . A. Flaccus, Impacts of 
Chapter 12 and Lender Liability Suits on Bankers' Propensity 
to Lend in Western Arkansas, 25(1) Journal of Agricultural 






R .N. Callender, An Estimate of the Efficiency Effects 
Chapter 12 Bankruptcy, 53 Agricultural Finance Review 65, 
(1993) . 
8 Bruce L . Dixon, Edward Flynn & Janet A. Flaccus, The 
Chapter 12 Experi ence in the U.S . : Regional Comparisons and 
3 
efforts, as well as others , 9 provide insight into Chapter 12's 
effectiveness, but the research available to date does not 
provide any information about the ultimate impact of Chapter 
12 on farm survival. 
As a financial restructuring tool, a discussion of 
Chapter 12 must be placed in the context of the other 
available bankruptcy restructuring procedures . Chapter 7 
bankruptcy procedures, as opposed to Chapter 12 procedures, 
are used by those who wish to obtain a discharge for their 
present indebtedness, with the surrender of all assets to 
creditors. Exempt assets are then returned to the debtor. 
Chapter 9 bankruptcy procedures are used by municipal 
entities and other subdivisions of government, and the 
procedures are not available to individuals. Chapters 11, 
12 , and 13 are used for a reorganization of a business or 
operating entity , rather than the liquidation of such an 
entity. In comparison to Chapter 12, Chapter 11 procedures 
are more limited in the capacity to compel creditors to 
renegotiate the debtor/creditor position. Chapter 13 is a 
Analysis of Filing, Discharge and Failure Rates, 55 
Agricultural Finance Review (1995). 
9 See References. 
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reorganization procedure available t o wage earners and othe rs 
with regular incomes, but the maximum level of assets subject 
to Chapter 13 reorganization precludes a farmer, with a large 
amount of d e b t and assets, from a reorganization under 
Chapte r 13 procedures . Until the 1994 bankruptcy amendmen ts, 
which concerned the limits, Chapter 13 was available for 
debtors with no more then $100,000 of unsecured debt and no 
more then $350,000 of secured debt. Chapter 12, therefore , 
was designed as a reorganization tool unique to the farm 
commun ity , with debt restructuring c haracteristics which are 
more favorable to the debtor than prevails under Chapter 11 
reorganizations, and with asset ceilings which were far 
higher than those then allowe d under Chapter 13 
reorganizations. 
A farmer is eligible to reorganize under Chapter 12 if 
three p rimary c riteria are met: 1) over 50 percent o f the 
farmer's gross i ncome must come from fa r ming, 2) the 
farmer's aggregate debts must be less then $1,500,000, and 3 ) 
80 percent or mor e of the debt must have arisen from the 
farming operation. An individual, as well as a corp oration 
or partnership, may qualify f or Chapter 12 reorgani z ation . 
The filer, however, must be capable of having a regular 
5 
income from which to make regular payments under the 
reorganization plan . 
Upon fil ing for a Chapter 12 reorganization, the filer 
has a 90 day period in which to file a reorganization plan. 
The plan details the filer ' s assets, liabilities, and 
expected income and creditor payments during the 
reorganization period. The plans typically last 3 years, but 
may with court approval, be extended to, but not beyond, 5 
years in duration. After submission of the plan, the 
bankruptcy court has 45 days in which to confirm the plan as 
acceptable , or to reject the plan. Unlike a Chapter 11 
reorganization, a Chapter 12 plan may be confirmed absent the 
approval of the various creditor classes. This ability to 
confirm a plan, without the approval of each of the creditor 
classes , is an important distinction that has significantly 
increased the negotiating strength of the debtor's position 
in farm reorganizations. 
If any creditor suffers an impaired financial position 
due to the operation o f the Chapter 12 plan, the filer must 
devote all dispo sable income to payme nt of creditors, except 
for necessary business expenses and an amount allowed under 
the plan as a basic living expense for the filer and any 
6 
dependents. In determining the amount of unsecured credit 
which can be written off by operation of the plan, the law 
requires that unsecured creditors be treated no worse under a 
Chapter 12 reorganization than would have been the case under 
a Chapter 7 liquidation. Chapter 12 allows secured creditors 
to maintain a secured credit position in any secured asset 
that was in place at the time of filing, but only to the 
extent of the fair market value o f the collateral on the date 
of filing for the Chapter 12 reorganization. The credit 
which was extended against the secured assets, to t he extent 
it exceeds the fair market value of the asset, is converted 
t o an unsecured credit advance and amounts remaining unpaid 
are d i scharged on completion of the plan. 
A plan may be dismissed, after confirmation, by the 
voluntary request of the filer, or by a court's determination 
that the filer has not, in good faith, followed the 
strictures established under the plan. If the terms o f the 
reorganization plan are faithfully followed until the end of 
the plan period, a discharge is granted and any unsecured 
credit remaining is then ter minated. If the filer is unable 
to follow the plan as originally created , through no fault o f 
the filer's, a discharge may still be granted. 
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The Chapter 12 legislation was designed "to give family 
farmers facing bankruptcy a fighting c hance to reorganize 
their debts and keep their land . 11 1 0 A question of some 
importance to the farm community and nation is whether this 
legislation has had its intended impact. This is a report on 
the disposition of the initial chapter 12 bankruptcy filers 
in the State of Iowa. It is hoped that s ome insight can be 
gained, as to the legislation's effectiveness, through an 
examination of Iowa's initial Chapter 12 users. 
In particular, the research subjects are those 165 
c hapter 12 cases which constituted the research pool 
underlying the research by Faiferlick and Harl, The Chapter 
12 Bankruptcy Experi ence in Iowa, published in THE JOURNAL OF 
AGRICULTURAL TAXATION & LAW, Winter 1988 . The earlier 
research project examined the status and characteristics of 
the initial 165 bankruptcy filers . The study relied on the 
chapter 12 user's bankruptcy court filings as the source of 
information . 1 1 This new research effort has involved locating 
10 J oint Explanatory Statement of the Comm. of Conference , 
132 Cong. Rec . H. 8999 (daily ed. Oct . 2, 1986). 
11 Chris Faiferlick & Nei l E. Harl, The Chapter 12 
Bankruptcy Experience in Iowa, 9 J. Agri. Tax. & Law (Winter 
8 
the 165 chapter 12 filers, and obtaining from willing 
participants their experiences since that time. 12 The 
Faiferlick/Harl study concluded that "[ i]t is appa rent that 
chapter 1 2 is having a significant effect not only on debtors 
filing under the provision, but also on the negotiating 
process between lenders and borrowers not in bankruptcy. 11 1 3 
This research provides a further assessment of that impact 
seven years later, as well as an assessment of farm survival. 
1988) at 303-304 . 
1 2 The study was conducted through a brief telephone 
contact, t o verify that the correct party had been located, 
and t o determine whether the chapter 12 user would be 
willing to participate in a questionnaire process concerning 
their experiences since filing under chapter 12, f o llowed by 
a detailed mail questionnaire. 
l) Chris Faiferlick & Neil E. Harl, The Chapter 12 
Bankruptcy Experience in Iowa, J. Ag r i . Tax. & Law (Winter 
1988) at 333. 
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CHAPTER 2. SURVEY POOL AND SURVEY METHOD 
This chapter details the make-up o f the Faiferlick/ Harl 
survey pool , as well as the alterations that have been made 
to this original survey pool in this new study. The survey 
method is then described . 
The Survey Pool 
The o riginal Faiferlick/Harl study covered 165 Chapter 
12 filers . 14 Of the 165 records available for analysis from 
the earlier study, those filers were excluded which, in 
effect, duplicated a filing for a distinct farm operation . 
l4 Regrettably, the Faiferlick/ Harl study database was not 
preserved in its entirety. The exist ing database contains 
166 filers. Presumably, one of these filers was excluded 
from the study due t o inel igibility. There are, however, no 
notes which explain this discrepancy. The most logical 
answer, discovered after the survey process was complete, is 
that one of the Chapter 12 filers declared that she had 
never had any connection to farming . This individual, 
although having a detailed farm reorgan ization plan on file, 
indicated that she had never been connected with farming in 
any capacity . It is assumed that an erro r occurred in the 
database, either at the bankruptcy court, or in the 
compilation of data for the original study. The very 
e x istence of this Chapter 12 filing remains a mystery, and 
is, of course , the logical answer as t o why the original 
study covered 165 filers but contained 166 records in the 
database . This record was removed from the data analysis. 
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This study is an attempt to determine if the farmers 
have had "a fighting chance to reorganize their debts and 
keep their land . " 1 5 The emphasis in this study, therefore, 
was placed on the viability of farm operations, and not the 
viability of each individual Chapter 12 filing . 
Fourteen duplicate filings , of three types, were 
discovered and e x cluded. First, three repetitive filings, 
made by three different filers, were excluded. Second, five 
filings, made by a corporation owned by an individual that 
had also filed, were excluded. Third, six filings, made by a 
person related to another filer (spouse , child , grandparent), 
were eliminated from the research pool. 16 Of these 165 
records, therefore, 151 distinct farming operations 
1 5 Supra , footnote 10 . 
16 The decision to focus on the viability of eac h farm 
operation , rather than the viability of each Chapter 12 
filing, was made for three reasons . First, the study is an 
attempt to determine the effectiveness of Chapter 12 in 
maintaining the viability o f farm operations, no t the 
effectiveness of Chapter 12 completion. Second, many of 
these multiple filings were dismissed and only one filing 
was c o mpleted. Third, several of the attorneys stated that 
it would have been impossible f o r them, the farmer, or the 
court , to make consistent allocation of assets and 
liabilities between the di f ferent f ilers--due t o the 
complexity of t he assets and the intertwined finances of the 
parties. Therefore , the viable analytical unit is the farm 
operation, and not the filing unit. 
11 
potentially existed at the time of the survey . 17 
Additional records were excluded from the research pool 
for various reasons. Two filings were e xcluded because the 
health of the individuals had deteriorated, and no other 
family member was available to respond to the questionnaire. 
Two filings were excluded because the i ndividuals were 
deceased, and no family member could be found to determine 
whether a viable farm operation had been transferred to 
others. 1 8 These four filings were excluded because it was 
impossible to assess if Chapter 12 has had an impact with 
respect to any reorganization attempt. 
One filing was excluded because no record could b e found 
of the filer's address a t the bankruptcy court, and 
17 This represents 165 original records, minus five 
corporate duplications, six family duplicat ions, and three 
personal duplications. 
18 One o f these deceased farmers had their plan dismissed 
during the application stage. Upon the death of the farmer 
during the application stage, the plan was dismissed . An 
estate cannot make application for a Chapter 12 
reorganization, only liv ing individuals can make an 
application . 
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therefore, could not be contacted. 19 Finally, five of the 
original Chapter 12 filers could not be located. These six 
filings were excluded from the research pool because, not 
only was it impossible to assess the Chapter 12 impact, but 
it was impossible t o determine if they were true farm 
operations. 
In sum, of the 165 records in the original database, a 
maximum of 151 farm operations existed. Of these 151 farm 
operations, only 141 farm operations were located and asked 
to be a part of the survey process. 20 Ten filers remain 
indeterminant as to their farm operation status or the impact 
of the Chapter 12 reorganization tool. Table 2.1 provides a 
summary of the disposition of the original 165 filers. 
19 The Bankruptcy Court for the Southern District of Iowa 
established a computer record system in June of 1987. A 
record of this fil e could not be found in this computer 
system, and could not be found in the previous index card 
record system. It is believed that this filing was 
dismissed early in the bankruptcy application process, and 
was, therefo re, not entered into the computerized database. 
20 Of the 141 contacted research pool participants, 13 9 
were contacted by telephone. Two participants were 
contacted by letter. 
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Table 2.1. Final Disposition of the Original 165 Records 
141 Parties Located and Contacted 
5 Unlocated Parties 
2 Deceaseda 
2 Parties Unable to Participate for Health Reasons 
1 File, a nd Filer, Could Not be Found 
5 Duplicate filings with a corporation 
6 Duplicate filings with a family member 
3 Duplicate personal filings 
a More than t wo farmers have become deceased since filing . 
The remainder of the deceased farmers, however, passed the 
farm operation on t o a fami l y member. This family member was 
able to assist with the que s t i o nnaire. 
The Survey Method 
The research was conducted by locating the filer and 
asking, through a brief telephone interview , if the filer 
wo uld be willing to participate in the survey. If the filer 
was willing to participate , a questionnaire was mailed to 
them. Those who had completed a Chapter 1 2 plan and received 
a discharge were sent a quest ionnaire that was slightly 
different than the questionnaire sent to those who did not 
complete a Chapter 12 plan and receive a discharge. First, 
questions that were not relevant to the filers that did not 
complete a plan, were not asked on the questionnaire. For 
instance , those who did not complete a plan were not asked 
14 
information concerning the trustee's fees and living expenses 
allowed under t h e plan. Second, some questions were asked of 
both groups, but in slightly altered format. For instance, 
those who had received a discharge were asked if credit had 
been available during the plan operational period, while 
those who did not complete a plan were asked if credit had 
been available since filing a plan. Upon return of the 
questionnaire, all information provided by the individual was 
entered in the database . 
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CHAPTER 3. RESPONSIVENESS AND REPRESENTATIVENESS 
Of the 141 filers who were contacted , 81 filers returned 
their questionnaires, and 60 filers did not respond. 2 1 This 
is a response rate of 57 .44 percent. 22 To assess if these 81 
respondents are representative of the pool of 141 located 
f i lers, a comparison of 2 facts has been made. 
When possible, 2 questions were asked of each potential 
participant during the initial telephone contact. The first 
question was whether they continued to be connected to 
farming in any capacity . 23 The second question was whether 
they had completed the Chapter 12 plan and received a 
discharge . By comparing how many of t he respondents who 
either: 1) cont inued to farm, 2)received a discharge, and 3) 
received a discharge and continued to farm, relative to the 
21 Of the 60 filers that did not respond , 59 were 
contacted by te lepho ne and o ne was contacted by mail. 
22 Of these 81 questionnaires, two were , in large measure, 
incomplete. Assuming 79 entirely responsive questionnaires, 
the response rate was 56.03 percent of the located filers , 
and 52 . 3 perc ent of the farm operations. 
23 A farme r was deemed to be connected with farmi ng if the 
f armer was e ngaged in c r op tillage, owne d land which was 
rented out to another o r was enro lled in CRP, or had a 
lives tock operation. 
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number of non-respondents who are in these categories, an 
assessment c an be made o f how representative the 81 
respondents are o f the 141 farm operation s. 24 Table 3.1 
provides this data. 
Both the respondents and non-respondents report a high 
farm operation survival rate, with 74.1 percent of the 
respondents and 78.3 percent o f the non-respondents 
continuing to farm. This indicates a degree of 
r epresentativeness in the respondent pool. The rate o f 
discharge paints a more ambiguous picture , with 75.3 percent 
o f respondents a nd only 48.3 percent o f non-respondents 
r eporting a discharge. The discrepancy i n Chapter 1 2 
comple tion and discharge may not be that great, however, 
because it was not possible to determine if 21. 7 percent of 
the non -responde nts did, or d id not , receive a discharge. 
In maki ng t hi s comparison of t h e r espondents and non -
respondents, the data were reorganized to reflect a more 
consistent definition of the category "Continue to Farm ." 
2 4 Many o f the f ilers that did not participate in the 
survey process did not wish to dredge up the financial 
problems and e motions , but wi s hed to keep the experience 
behind them. Others simply felt it had been t oo long ago t o 
recall. One farm wife stated that they were "too o ld to 
give opinions." 
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Table 3.1 . Comparison of the Respondents' and Non-
Respondents' Replies Concerning: 1) Whether They Farm; 
2 ) Whether They Received a Discharge. 
Respondent a Non-Respondentb 
Continue to Farm 60 = 74.1% 47 = 78.3% 
Do Not Farm 21 = 25.9% 9 = 15% 
Did Not Respond 4 = 6.7% 
Received a Discharge 61 = 75.3% 29 = 48.3% 
Did Not Receive a Discharge 6 7 . 4% 18 = 30% 
Did Not Respond 14 = 17.3% 13 = 21.7% 
Farm and Received a Discharge 47 = 58% 28 = 46.7% 
Farm and Did Not Receive Dis. 4 = 4.9% 12 = 20% 
Did Not Farm and Rec. a Dis. 14 = 17.3% 1 1 . 7% 
Did Not Farm Nor Rec. a Dis. 2 :::::; 2 . 5% 6 10% 
Did Not Respond to a Question 14 = 17.3% 13 = 21.7% 
a One farmer responded to the survey , but failed to 
indicate if he continued to farm on the survey. During the 
initial telephone interview, however, this filer had 
indicated that he continued to farm. For purposes of this 
summation, the fi l er is assumed t o farm. 
b One of these non-respondent contacts was by mail. 
Therefore, n o telephone interview was conducted. Whether 
this filer received a discharge, or continues to farm, has 
not been determined. This filer, of course, falls into the 
category "Did No t Respond. " 
While non-respondents were deemed t o "Continue to Farm" if 
they had farmed, r ented out their land , o r had a l ivestock 
operation , the respondents in Table 3.1 were considered to 
farm only if they answered in the affirmative to that 
particular question on the survey. Wi th respect to the 
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respondents, by moving those filers who continue to own land , 
but state that they do not farm, from the "Do Not Farm" to 
the "Continue to Farm" category, a more exacting comparison 
can be made. Table 3.2 contains this adjusted information . 
Of the respondents, 11 farmers stated they did not farm, 
but still owned farm land. If these 11 farmers are moved 
into the class that is deemed to have continued farming, 71 
respondents would still be connected with farming . This is 
an 87 . 7 percent success rate in remaining at farming, while 
only 78.3 percent of the non - respondents were successful. 
The number of respondents who are deemed to continue to farm 
and received a discharge swells to a 71.6 percent rate from 
the 58 percent rate that prevailed, in Table 3.1 , for those 
filers who stated they continue to farm. Both of these 
figures exceed the 46.7 percent rate achieved by the non -
respondents at obtaining a discharge and continuing farming . 
The respondents appear to have been more successful in 
dealing with their financ ia l problems than the non-
respondents . The 87.7 percent who responded and continue 
farming v ersus the 78.3 percent of the non- respondents who 
19 
Table 3.2 Comparison of the Respondents' and Non-
Respondents' Replies Concerning: 1 ) Whether They Farm; 2) 
Whether They Received a Discharge. 
Those Respondents that Own Land were Deemed to "Continue to 
Farm" 
Continue t o Farm 
Do Not Farm 
Did Not Respond 
Received a Discharge 
Did Not Receive a Discharge 
Did Not Create Plan/ Respond 
Farm and Received a Discharge 
Farm and Did Not Receive Dis. 
Did Not Farm and Rec. a Dis. 
Did Not Farm Nor Rec. a Dis . 
Did Not Create Plan/Respond 
Respondent a 
71 = 87.7% 
10 = 12.3% 
61 = 75.3% 




3 3.7 % 
2 :::: 2.5% 
14 = 17.3% 
Non-Respondentb 
47 :::: 78. 3% 
9 15% 
4 = 6.7% 
29 = 48.3% 
18 = 30% 
13 :::: 21.7% 
28 46.7% 
12 20% 
1 = 1. 7% 
6 = 10% 
13 21.7% 
a One farmer responded to the survey, but failed to 
indicate if he continued to farm on the survey. During the 
initial telephone interview, however, this filer had 
indicated that he continued to farm. For purposes of this 
summation, the filer is assumed to farm. 
b One of these non-respondent contacts was by mai l. 
Therefore, no telephone interview was conducted. Whether 
this filer received a discharge, or continues to farm, has 
not been determined. This filer, of course, falls into the 
category "Did Not Respond." 
20 
continued farming appears to support this inference. 
Additionally, the 71.6 percent rate, for the respondents , of 
attainment of a discharge while continuing to farm, versus 
the non-respondents' rate of 46.7 percent, indicates that the 
respondents were also somewhat more s uccessful in using the 
Chapter 1 2 procedures. The 2.5 percent rate of not farming 
and not obtaining a discharge for the respondents, versus the 
10 percent rate for the non-respondents, also indicates that 
the respondents were more successful in using the Chapter 12 
procedures. The non-respondents appear to have been 
successful at remaining in farming without the use of Chapter 
12. Twenty percent of non-respondents continue to farm, but 
did not receive a discharge, while only 4.9 percent of the 
respondents managed this. Non - respondents may have tended to 
be those indi viduals who c hose not to pursue Chapter 12 use 
to its conclusion , and therefore , felt they had nothing to 
add to the research project . 
The 81 respondents are , arguably, highly representative 
o f the pool of 141 contacted farm operations with respect to 
farm operation survivability, because the survivability rates 
are so similar. Although the respondents appear to have been 
somewhat more likely to have achieved a discharge, the 
21 
experiences of those who responded and did not achieve a 
discharge should still be descriptive of those filers who did 
not respond and, also, did not receive a dis c harge. 
Although this study focuses on those initial users of 
Chapter 12 bankruptcy in the State o f I owa, ther e have been 
numerous filers i n Chapter 1 2 over the years since No vember 
o f 1 986 . Table 3 .3 provides a breakdown of all of the 
Chapter 12 bankruptcy filings i n Iowa from 1987 through 1994. 
The total number of f i lings --484 -- is approximately 3 times 
t he size of t he 165 filings that constituted this study's 
original p ool of participants. This study d oes cover a 
reasonable percentage of those filers who have used Chapter 
12 in the state o f Iowa , but, it should be noted, are drawn 
from t he first 165 filers and do not represent a random 
sample of all filers under Chapter 12 in the state of Iowa. 
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Table 3.3 Chapter 12 Bankruptcy Filings in Iowa: 
Southern District Northern District Total 
1987 113 173 286 
1988 1 9 39 58 
1989 8 19 27 
1990 13 24 37 
1991 4 14 18 
1992 12 9 21 
1993 8 1 7 25 
1994 3 9 12 
Total 180 304 484 
23 
CHAPTER 4. THE SUCCESS OF CHAPTER 12 BANKRUPTCY 
Although the facts have already been addressed in the 
previous discussion of the response rate and the 
representativeness of the response pool , the primary fact 
concerning these filers needs to be stressed. Chapter 12 was 
created "to give family farmers facing bankruptcy a fighting 
chance to reorganize their debts and keep their land, 112 5 and 
it has been able to accomplish this goal. 
Out of 141 farm operations that went into Chapter 12, 
118 farm operations, 83 . 69 percent , continue to function, own 
land, or operate a livestoc k operation. Nineteen of the 141 
farm operations , 13.48 percent, either: 1) do not continue 
to farm, 2) do not own land, or 3) do not operate a livestock 
operation . Four of the 141 farm operations , 2.84 percent, 
did not respond to this question during the brief telephone 
interview or through the questionnaire. Clearly , those who 
used Chapter 12 in some capacity , even if the plan was not 
complet e d, have had a "fighting chance" to keep the farm 
operation. Table 4.1 provides a breakdown of the situation 
25 Supra footnote 10. 
24 
with respect to the entire survey pool of 141 contacted 
filers. 
Table 4.1. Distribution of the 141 Contacted Filers 
107 Continue to Farma 
30 Do Not Farm 
4 Did Not Respond 
Using Adjustment for those who continue to own farm land: 
118 Continue to Farm 
19 Do Not Farm 
4 Did Not Respond 
a One farmer responded to the survey, but failed to 
indicate if he continued to farm. This filer had indicated 
that he continued to farm. This total of 107 farmers 
includes this filer as continuing to farm . 
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CHAPTER 5 . QUESTI ONNAIRE ANSWERS : ANALYSIS IN 16 CATEGORIES 
The next several chapters are devoted to a methodical 
p resen t a tion o f the basic results o b tained from t h e 
questionnaire. These results are presented with respect to 
t he e n tire resp ondent pool, and also with respect to fifteen 
other categories of individuals, which were created because 
of some distinct attribute of the members of that category. 
An analysis of the data was made with respect to different 
user e xperiences under Chapter 12, or with respect to 
different filer statuses, at the implementation of the 
Chapter 12 filing process. A description of the varying 
categories f ollows, and should be referred to when reviewing 
the tables at the end of each chapter. 
Category 1: All This category covers the answers 
provided by all 81 respondents. In not every instance are 81 
responses given to each question . This could occur because 
the filer did not believe thac the question was applicable to 
his or her situation, or because t h e filer did not wish to 
disclose this information, or for a variety of other reasons. 
The missing responses are then repeated in all of the 
different categories. Therefore, fewer total responses may 
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occur, than total category population, for individual 
queries . 
This category was created to provide the total of the 
respondent's replies. 
Category 2: Conf. -- This category displays the answers 
provided by the 67 respondents who obtained confirmation of a 
Chapter 12 plan. 
This category was created to compare those respondents 
who had initial success with the Chapter 12 plan, through the 
confirmation of a reorganization plan, versus those who did 
not have success in the confirmation of a reorganization 
plan. 
Category 3 : -Conf. -- This category displays the 
answers provided by the 14 respondents who did not get a 
Chapter 12 plan confirmed. 
This category was created to compare those respondents 
who had initial success with t he Chapter 12 plan, through the 
confirmation of a reorganization plan, versus those who did 
not have success in the confirmation of a reorganization 
plan. 
Category 4: Disch. - - This category displays the 
answers provided by the 61 respondents who did get a plan 
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confirmed, completed the plan , and received a discharge. 
This category was created to compare those respondents 
who had success with the Chapter 12 plan, through the 
discharge of debt under a reorganization plan, versus those 
who did not have success in obtaining a discharge under a 
reorganization plan. 26 
Category 5: -Disch. -- This category displays the 
answers provided by the 6 respondents who did get a plan 
confirmed, but did not complete the plan, and did not receive 
a discharge. 
This category was created to compare those respondents 
who had success with the Chapter 12 plan, through the 
discharge of debt under a reorganization plan, versus those 
who did not have success in obtaining a discharge under a 
reorganization plan. 21 
26 A filer who had obtained confirmation of a 
reorganization plan may have had it dismissed by the court, 
or may have moved to have the plan vo luntarily dismissed 
because some alternative arrangement had been made with the 
creditors . 
27 A filer who had obtained confirmation of a 
reorganization plan may have had it dismissed by the court , 
or may have moved to have the plan vo luntarily dismissed 
because some alternative arrangement had been made with 
the creditors . 
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Category 6 : Farm -- This category displays the answers 
provided by the 59 respondents who reported they continue to 
farm. Although it was possible to identify, through the 
telephone interview, one additional respondent who does 
continue to farm, the respondent did not reply on the 
questionnaire as to whether they continued to farm. 
Addi tionally, this respondent provided minimal information on 
the questionnaire and has been e xcluded f rom thi s breakdown 
o f the survey questions. 
This category was created to compare those respondents 
who continue to farm, versus t hose who do not continu e to 
farm. 
Category 7 : -Farm -- This category displays the answers 
provided by the 21 re spondent s who reported they do not 
continue to farm. 
This c ategory was created to compare those respondents 
who con tinu e to farm, versus those who do not continue to 
farm. 
Category 8 : Ad j . Farm -- Thi s category displays the 
answers provided by the 70 r espondents who repo rted they 
cont i nue to farm, o r who continue to own farm land . This 
category was c r eated to reflect those most suc cessful with 
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the Chapt er 12 proces s--to reflect those who had '' a fight i ng 
cha nce to reorganize t heir debts a nd keep their land . "28 This 
category does not include the one filer who con tinues to 
farm, but provided only minimal information on the 
questionnaire, as in Category 6, supra. 
This category was created to examine the respondents who 
have been successful, since filing under Chapter 12, at 
remaining in farming, or as an owner o f farm land, versus 
those who neither farm or own land. 
Category 9: -Adj . Farm -- This category displays the 
answers provided by the 10 respondents who reported they do 
not continue to farm and do not own any farm land . 
This category was created t o examine the respo ndents who 
have been successful, since filing under Chapter 12, at 
remaining in farming, or as an owner o f farm land, versus 
those who neither farm nor own land . 
Category 10: North -- This category displays the 
answers provided by the 50 respondents from the Northern 
Bankruptcy District o f Iowa. 
This category was created to e xamine the experience o f 
28 Supra footnote 10 . 
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the Northern versus Sout hern Bankruptcy Court filers. 
Category 11: South -- This category displays the 
answers provi ded by the 31 r esponde nts from the Southern 
Bankruptcy District of Iowa. 
This category was created to examine the experience of 
the Northern versus Southern Bankruptcy Court filers . 
Category 12 : Prev. -- This categ ory displays the 
answers provided by the 14 respondents who reported previous 
u se of a different bankruptcy Chapter--7, 11 , or 13. 
This category was created to examine the experience of 
previous bankruptcy court filers. 
Category 13: 320<= -- This category displays the 
answers provided by the 38 respondents who reported owning , 
at the time of fili ng, 320 or fe wer acres. 
This ca tegory was created to examine the experience of 
those f i lers who owned fewer acres of l and at filing , versus 
those who owned more acres of land at filing . 
Category 14: 320> -- This category displays the answers 
provided by the 22 respondents who reported owning , at the 
time of filing, 321 or more acres. 
This category was created to examine the experience of 
those filers who owned fewer acres of land at fili ng, versus 
31 
those who owned more acres of land at filing. 
Category 15: 499k<= -- This category displays the 
answers provided by the filers reporting total debt of 
$499 , 000 o r less at the time o f filing. The Faiferlick/ Harl 
database was not preserved in i ts entirety , and although not 
likely, it is possible that t he database has been interpreted 
incorrectly with respect t o this tota l debt category in 
Categories 15 and 1 6. 
This category was c reated to examine the experience of 
the filer wi th a lesser amount of debt, relative to a filer 
with a greater amount o f debt a t filing. 
Category 16: 499k> -- This category displays the 
answers provided by t he filer s reporting total debt greate r 
than $499,000 . 
This category was created to examine the experience o f 
the filer wi th a lesser amount of debt , relative to a filer 
with a greater amount of debt at filing. 
These categories provide a framework wi thin which to 
examine the experiences of the var ious filers. Due to the 
number of c ategor i es, t he data are provided in two separate 
32 
tables at the end of each chapter. 29 The first table presents 
those categories t hat are distinguished by some factor in 
their e x periences since filing. The second table presents 
those categories that are distinguished by some factor in the 
filer ' s situation at filing. 
29 These tables, although identical wi th respect to the 
questions asked, may use slightly different abbreviations or 
sentence struc ture to detail the data presented. These 
minor alterations were made due to space limitations. 
33 
CHAPTER 6. SOCIAL ASPECTS OF CHAPTER 12 USE 
The data on the societal relationships of Chapter 12 
filers are provided in detail in Tables 6 .1 and 6 . 2 at the 
end of this chapter. This discussion centers on many of the 
more important features of the data provided. The data 
c ontained in these tables , however, are a great deal more 
extensive than this textual presentation permits . The reader 
is encouraged to further analyze the data contained in the 
tables. 
Sex . Age and Educatio n 
The bulk o f the respondents are mal e , with only 7 female 
respondents reporting. Of these 7 female respondents, it is 
known that 5 of them are responding to the questionnaire 
while their husband is living. 30 Two of the female 
respondents have become widows since fi l ing. Neither of 
these two respondents cont i nues t o f arm, altho ugh one 
30 It was also possible t o identify 5 f ilers who did n o t 
respond, and whose husbands were deceased since fil i ng. 
This suggests that filers were less likely to respond if the 
husband was no t available t o assist with the s urvey 
questions . 
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continues to own farm land. 
The median age of the respondents was 58 years . Given 
that the filings had all occurred 7 years previous to the 
questionnaire , the median age of the respondents at filing 
would have been 51 years. Of the 80 respondents reporting 
t heir educational background, 66 respondents had no more than 
a high school education, whi le 14 respondents reported more 
than a high school education. 
This information, concerning the median age of these 
Chapter 12 filers and their educational background, appears 
to discredit a stereotype that has flourished concerning the 
Chapter 12 users . This stereotype held that the typical 
Chapter 12 filer was a young college educated farmer who had 
been persuaded by lenders or the educational establishment to 
make some l arge, and foolhardy, e xpansion efforts with 
respect to land, buildings, and equipment--and the attendant 
credit needs. The stereotype appears to be discredited 
because, in this group of respondents, the median age of 
file rs is 51 years. Arguably, this does not appear to be a 
youthful age, even by farm induscry standards . Additionally, 
81 percent of the r espondents had not obtained an education 
beyond high school . 
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Separating the respondents into two groups, those with 
at most a high school education in one group and those with 
some amount of university education in the other, one can see 
that the rates of plan confirmation are similar between 
groups. Fifty-five of 66 filers (83%) in the high school 
education group obtained a plan confirmation. 31 A 95 percent 
confidence interval was computed at 74 to 91 percent for the 
high school education group's ability to obtain a 
confirmation. This 95 percent confidence interval was 
computed through the following equation: +-Confidence 
Interval= ((Square Root(P x (1-P) IN)) x 1.96). Eleven of 
the 14 filers (79%) in the university education group 
obtained a plan confirmation. A 95 percent confidence 
interval was computed as 55 to 100 percent. Figures 6 . 1 and 
6.2 show this relative success with plan confirmation. 
31 One filer reported a plan was not confirmed because the 
bank managed to take control of some of the filer's assets 
and sell them prior to the Chapter 12 filing. These sales 
created an abnormal income that was over 50 percent of what 
the filer termed "net income." The bank managed to have the 
action dismissed due to this improper income leve l . 
Presumably, the Chapter 12 plan was not confirmed because 
this irregular income was not deemed farm income . A Chapter 
12 filer must have over 50 percent of the filer's income 
generated on the farm. The remainder of the land and 


















































































































































































































































































































































































































































































































































Although the rates of plan confirmation between the education 
groups are similar, the university education group was highly 
successful in completing a plan and receiving a discharge. 
Six of the 55 high school education group did not complete 
the plan and receive a discharge, while all 11 of the 
university education group received a discharge . Figures 6.3 
and 6.4 show the experience each education group had with 
plan discharge. The high school education group was also 
less successful in remaining connected to farming, with 9 of 
the 66 (14%) in this group no l onger farming or owning farm 
land . A 95 percent confidence interval, for those continuing 
to farm in the high school education group, would be placed 
at 78 to 94 percent. The university education group had only 
1 of the 14 in this group (7%) no longer farming or owning 
land. A 95 percent confidence interval , for those continuing 
to farm in the university education group, would be placed at 
78 to 100 percent. Figures 6.5 and 6 . 6 show the relative 
success each education group had at remaining connected to 
farming. 
Those filers from the Southern Bankruptcy District of 
Iowa had a higher level of education than those from the 



























































































































































































































































































































(26%) having a university education while only 6 of 49 
Northern District filers (12%) had a university education . 
Interestingly , the distribution of the filers, with 
respect to education levels and the level of debt at filing, 
was fairly equal. Seven of the university educated filers, 
and 34 of the high school education filers, had debt at 
filing less than $499,000, and 7 of the university educated 
filers , and 32 of the high school education filers had debt 
greater than $499,000. Education levels do not appear to 
have impacted the willingness to take on a debt load . 
Marital Issues 
The bulk of the respondents, 71 out of 80, stated they 
were married when the plan was filed. As a group , the 9 
unmarried r espondents were not as successful u sing the 
reorganization procedures, with 4 o f the 9 (44%) either 
unable to confirm a plan, or unable to receive a discharge . 
In compari s on, 16 of the 71 who were married (23%) were 
unable to confirm a plan , or unable to receive a discharge. 
The unmarried were also less successful at remaining 
connected with farming, relative to the married individuals , 
with 7 of the 9 (78%) still farming or owning land, while 63 
41 
of the 71 married (89%) are still farming or owning land. 
Apparently, a filer is more likely to have not been 
married and filed for Chapter 12 if one lived in the Southern 
Bankru ptcy District. Of the 31 Southern Bankruptcy District 
filers, 6 were unmarried (19%). Of the 49 Northern 
Bankruptcy District filers, 3 were unmarried (6%). 
Five of the 80 respondents reported getting married or 
remarried while operating under the reorganization plan. 
Three of the 80 respondents reported getting divorced or 
separated while operating under the reorganization plan. 32 
The 1992 preliminary estimate of the marriage rate in Iowa is 
7.9 marriages per 1, 000 population . 33 Assuming this rate 
applied for the 1987 - 1994 period, approximately 8.8 
marriages would be expected in a group of this size. 34 The 
32 Those respondents who did not have a plan conf irmed 
were asked whether they were married or remarried, or 
d ivorced or separated, s ince filing for Chapter 12, rather 
than during the Chapter 12 period. 
33 U.S. Bureau of the Census, Statistical Abstract of the 
United States, No. 146, 114th ed. (U.S . Government 
Printing Off i ce , Washington, D.C. 1994) . 
34 The calculation also assumes that t he filers were 
reporting marriages and divorces whi c h occurred during the 
operating period under the reorganization plan, and that the 
reo rganization plan operated for this 7 year period. The 
reo rganization plans did not last for the entire 7 year 
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1992 preliminary estimate of the divo rce rate in Iowa is 3 . 9 
d ivorces per 1,000 p opulation . 35 Assuming this rate applied 
over a 7 year period, approximately 4.4 divorces would be 
expected in a group this size . 36 The stress and stigma of 
having filed for a Chapt er 12 reorgani zation did not appear 
to prevent marriages, nor create an avalanche of divorces. 
The marital status of these filers weathered the 
reorganization storm, with more marriages than divorces. 
A change in marital status does correlate with an 
ability to remain a ctively farming . All o f the 
divorced/separated fi l ers , and a l l of the married/remarried 
fi l ers were able to cont inue farming. No causal relationshi p 
is tendered to explain this correlation. 
Those filers who were divorced also had above average 
debt loads, with all three reporting debt at filing above 
period . Therefore, conclusions should be drawn with care 
as to this statistic. 
ls Id. 
36 The ca l culatio ns providing the approximate marriage and 
divorce rates for the period 1987 - 1 994 assume that the 
respondents would be representative of the entire marriage 
and divorce pool in Iowa. This assumption is not accurate, 
because the typical respondent is older than those in t hese 
Iowa statistical pools. Therefore , conclusions should be 
drawn with care for this statistic. 
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$499,000. The stress of a heavy debt load may weigh on 
marital relationships to an extent greater than the extent of 
a general farm insol vency. 
Impact on Relationships 
A series of questions was asked the respondents to 
obtain their subjective view o f the status of their social 
relationships. Of the 73 respondents, 31 reported no marked 
change in personal satisfaction , remaining as happy now as 
before the filing . Twenty-eight of the respondents are 
reportedly happier now than before the fili ng, while 14 are 
less happy now than before the filing. In sum, there is not 
a marked change in people's degree of happiness since filing, 
with 43 percent of the respondents unchanged, 38 percent 
happier, and 1 9 percent of the respondents not as happy as 
they were at filing. 
Of those 14 respondents who are not as happy as before 
the filing, 7 either did not get a plan confirmed or receive 
a discharge. Apparently, those who successfully used the 
Chapter 12 plan are more likely to be as happy, or happier, 
than they were before the filing. Addit iona lly, 7 of the 14 
respondents who are not as happy do not continue to farm. 
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Those who did not successfully use t he reorganization tools , 
o r did not get t o continue to farm ; apparently feel less 
happy . 
Of the various categories , those who got a plan 
confi rmed and received a discharge have the highest 
percentage of filers (45%) who a r e happier now than before 
the filing. Successful use of the reorganization procedures 
correlates with happier individuals. The filers with a large 
debt load, at the time of filing , are also likely to be 
happier than before filing (4 4% ) . Perhaps being able to 
manage, or reduce, this large deb t load with the 
reorganization procedures creates a feeling of happiness. 
Interestingly, the filers in the Southern District are both 
more likely to be happier, with 12 of the 28 respondents 
(43%) happier, or not as happy, wi th 9 of the 28 respondents 
(32% ) not as happy, as the Northern District . The Northern 
District reports 16 out of 45 as happi er (36% ) and 5 out of 
45 (11%) as not as happy. Of the various categories, the 
filers in the Northern District are the least likely to be 
not as happy as they were before filing. 
Generally, the filers were unaware of their neighbors' 
feelings about the appropriateness of their Chapter 12 use. 
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Thirty-one of the 73 respondents indicated they were unaware 
of their neighbors' perceptions, while an additional 10 
respondents bel ieved that neighbors were neutral about 
Chapter 1 2 use. Remarkably, of those who we r e aware of the 
perceptions, a n o rmal distribution resulted in which 16 
respondents reported that some, or many , neighbors think it 
is wrong to use Chapter 1 2, with 16 respondents reporting 
that some, or many, are supportive of Chapter 12 use. 
Apparently, filers do not believe they are faced with any 
great neighborhood stigma concerning Chapter 12 use . 
This normal distribution did d isappear whe n t hose filers 
who were successful users of t h e Chapter 12 plan, those 
having received both a confirmed plan and a discharge, were 
queried. Eight of these respondents chought neighbors 
perceived Chapter 12 use as wrong , while 14 of these 
respondents thought neighbors were supportive of Chapter 12 
use . It is not possible to determine if this more positive 
perception results from successful Chapter 12 use, or if 
successful Chapter 12 use results from a more positive 
neighborhood perception, or neither. 
The impact on family relationships has a fairly normal 
distribucion as wel l . Thirty-three of the 77 respondents 
46 
(43%) reported no impact on the family relationship since 
filing, while 24 report that they have been strained (31%), 
and 20 reported that family relationships have been 
strengthened (26%) . This distribution appears to disappear 
with those less successful in us ing the Chapter 12 
reorganization. Of those 14 respondents who did not get a 
plan confirmed, 6 repo rted that family relationships were 
strained, while 2 reported that they were strengthened. Of 
those 6 respondents who did not receive a discharge under a 
plan, 2 reported that family relationships were strained, 
while none reported that they were strengthened. In total, 8 
of the 20 respondents (40%) who did not successfully use a 
reorganization plan reported strained relationships, while 16 
o f the 57 who successfully used a plan (28%) reported a 
st rained relationship. 
Fifty of the 78 respondents reported no impact on the 
neighbor/friend relationship, 13 reported that the 
relationship had been slightly strained , 5 reported that the 
relationship had been severely strained, 10 reported that the 
relationship had been slightly strengthened , while none had 
reported that the re lationship had been greatly strengthened. 
Arguably, although Chapter 12 use typically has no general 
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impact on the neighbor/ friend relationship, when it does have 
an impact, it tends toward straining the relationship. 
In the Northern District less neighborhood strain is 
reported, with only 8 of the 47 respondents (17%) reporting 
that relationships had been strained, while 9 of the 47 
respondents (19%) f ound that the relationships had been 
strengthened. The Southern District, in contrast, displays a 
more strained neighborhood picture. Ten o f the 31 
respondents (32%) reported the relationships had been 
strained , and only one of the 31 respondents (3%) reported 
that the relationships had been strengthened. 
Of those filers who had used a bankruptcy plan 
previously, the respondent was much more likely to have 
developed a perception of change in neighborhood 
relationships. Only 2 of the 13 respondents (15%) found that 
they have not been affected. All of the other categories of 
analysis had in excess of 50 percent of the respondents 
reporting no impact on relationshi ps. Additionally, prio r 
users of bankruptcy procedures reported the most negative 
change in neighborhood relationships, with six of the 13 
respondents (46% ) reporting that the relationship had been 
strained . Interestingly, they were also the most likely to 
48 
report improved neighborhood relationships, with 5 out of 13 
respondents (38%) reporting a strengthening. 
Filer Perception of Chapter 12 Usefulness 
The majority of respondents felt that Chapter 12 had 
been helpful in dealing with farm finance problems, with 42 
of the 78 respondents reporting they were very helpful, and 7 
of the 78 respondents reporting they were slightly helpful. 
In total, 63 percent of the respondents felt that Chapter 12 
had been helpful to some extent. Although 26 respondents 
reported they had mixed feelings about Chapter 12's 
helpfulness , only 3 reported that it was not helpful. 
Chapter 12 is certainly perceived as an effective 
reorganization tool, which corresponds with the success at 
remaining in farming which was detailed in Chapter 4. 
There is also a high correlation between unsuccessful 
Chapter 12 use, and a perception that Chapter 12 was not 
effective in dealing with farm finance pr oblems. All 3 
respondents who reported Chapter 12 was not helpful, also 
reported that they were unsuccessful in Chapter 12 use. 
Additionally, all respondents with a negative view of the 
helpfulness of the Chapter 12 plan were from the Southern 
49 
District. 
The efficacy of the Chapter 12 reorganization tool can 
also be judged by the filer's willingness to recommend use of 
Chapter 12 to a neighbor in similar financial difficulty. 
Sixty o f the 74 respondents (81%) reported some degree of 
willingness to recommend Chapter 12 use to neighbors, while 
only 14 of the 74 respondents (19%) would not recommend 
Chapter 12 use . Of these 14 who would not recommend use, 
seven either did not get a plan confirmed or did not receive 
a discharge, which indicates that those who did not 
successfully use the plan would not recommend it to others , 
understandably. Interestingly , of the previous users of 
other bankruptcy plans , all 13 of the respondents would be 
willing to recommend the use of Chapter 12. This high user 
recommendation rate also buttresses the conclusion, detailed 

































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































CHAPTER 7 . INCOME AND CREDIT ISSUES 
The data on the Chapter 12 filers' income and credit 
positions are provided in detail in Tables 7.1 and 7.2 at the 
end of this chapter. This discussion centers on many of the 
more important features of the data provided. The data 
contained in these tables , however , are a great deal more 
extensive than this textual presentation permits. The reader 
is encouraged to further analyze the data contained in the 
tables. 
Income Issues 
Non-farm Income Sources 
During the telephone survey process, many of the filers 
reported a perception that farm operations needed someone 
working o ff t he farm to support, or subsidize , the farm 
operat ion. Given the financial stress wh ich these households 
were undergoing, it would not be unexpected to see an 
increase in additional, non-farm incomes. The number of 
filers with no n-farm income has increased dramatically since 
filing under Chapter 12, which indicates that the filers have 
placed this perception in action. At filing , 30 of the 
57 
respondents reported non-farm income. In 1994, 51 
respondents reported non-farm income. Spouses have also 
dramatically increased their non-farm income. At filing, 29 
of the spouses reported non-farm income. In 1994, 52 of the 
spouses reported non-farm income. In total, 59 respondents 
or their spouses had non-farm income at fil i ng. In 1994 , 103 
respondents or their spouses had non-farm income--an increase 
of 75 percent. Figure 7 . 1 shows this increase in non-farm 
income sources . 
Assuming those filers who no longer farm must support 
themselves through some form of employment , a marked increase 
in the non-farm income of those who do not farm would also be 
anticipated. Of those respondents who no longer farm, 9 out 
of 21 reported non-farm income at filing, while 8 out of 20 
of the spouses reported non-farm income . This is a total of 
17 non-farm income sources at filing. Of these 21 households 
who no longer farm, 13 had non-farm income at filing. In 
1994, 18 out of 20 respondents report non-farm income, while 
11 out of 17 spouses report non-farm income. This is a total 
of 29 non-farm income sources . Of these 21 households that 
no longer farm, 19 had non-farm income in 1994. Figure 7.2 












































































































































































































































income. Clearly, those filers who no longer farm have found 
non-farm income sources. 
Alterations in Level of Income 
Although the number of filers wi th non-farm income has 
increased dramatically, the average non-farm income of the 
filer has not moved up dramatically. The non-farm income 
increased from $14,765 at filing to $16,821 in 1994, an 
increase of 14 percent over 7 years. Average non-farm income 
has moved up more dramatically for the spouse, from $9,305 to 
$15,253, an increase of 64 percent over 7 years . 3 ' 
Of those respondents who were successful in obtaining a 
plan confirmat ion and discharge, the average non-farm income 
at filing was markedly higher than for those who were 
unsuccessful. Average non-farm income at filing of $15,664 
for file rs and $9,277 for spouses was reported by those who 
got a plan confirmed, versus $11,917 for filers and $9,500 
for spouses who did not get a plan confirmed. Average non-
37 Although 7 of the respondents are female, 5 of these 
respondents were reporting for their living husband. 
Therefore, it c annot be stated that the respondents are male 
and t he spouses are female, although the overwhelming 
majority of the respondents are male and the spouses female. 
Generally, it appears that the female spouse has been more 
successful at obtaining a higher non-farm income. 
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farm income at filing of $16,489 for filers and $9,411 for 
spouses was reported by those who obtained a discharge under 
a plan, versus $11,26 7 for filers and $8,000 for spouses who 
did not obtain a discharge under a plan. Re-examining these 
income figures by reporting household, 3 8 the non-farm income 
at filing for those successful wi th the plan was an average 
of $15 , 808 per household, while those unsuccessful with plan 
completion had an average household non - farm income of 
$12 ,483 at filing. Figure 7.3 shows the relative household 
incomes at filing. A higher non-farm income at the inception 
of the plan correlates with the successful completion of the 
plan. 
This income disparity, between those who successfully 
used the plan and those who did not, has been consistent 
concerning non-farm income levels as of 1994. Average non-
farm income of $16,630 for fi lers and $15,937 for spouses 
exists for those who got a plan confirmed, whi le those who 
did not get a plan confirmed have managed to increase their 
income to $17,522 for filers and $11,443 for spouses. The 
38 All non-farm income figures provided, concerning total 
household income, were computed from the data base. This 
household income information, however, is not included in 






























































































































































































































































































disparity has increased for those filers who obtained a 
discharge under a plan versus those who did not obtain a 
discharge. Average non-farm income of $17,295 is reported 
for filers and $15,987 for those who obtained a discharge , 
while those who did not obtain a discharge have experienced a 
decrease in their non-farm income to $9,976 for f ilers and an 
increase to $15,500 for spouses. Re -examining these income 
figures by reporting household, the 1994 non-farm income for 
those successful with the plan was an average of $25,079 per 
household , while those unsuccessful with plan completion had 
an average household non -farm income of $19 , 395. Figure 7. 4 
shows the relative household incomes in 1994. The non-farm 
income of the successful and unsuccessful reorganization plan 
users has remained relatively constant, with the unsuccessful 
users managing a non - farm income which is 77 percent of the 
successful user group's income level in 1994. At filing, the 
unsuccessful users had managed a non-farm income which wa s 79 
percent of that of the successful user. 
The average non-farm i ncome disparities that exist 
between those who farm and do not farm are not great . 
Average non-farm income at filing of a file r who continues to 
farm is $14 , 718 (with the spouse at $8,995), versus $14,862 
63 
for the filer {and $10,480 for the spouse) who does not farm. 
Re-examin ing these income figures by repo rting household, the 
non-farm income at filing for those continuing to farm was an 
average of $14,521 per household, while those not farming had 
an average of $15,572. At present, t he average no n-farm 
income at filing of a filer who farms is $16,358 with the 
spouse at $15,312 versus $17, 655 for a filer and $14,975 for 
the spouse for those who d o no t farm. Re -examining these 
income figures by reporting household, the non-farm income at 
present for those continuing to farm was an average of 
$23,261 per household, whi le those who d o not farm had an 
average non - farm income o f $24,039. 
Examining the non-farm househo ld i ncome f igures for 
those who either farm or own land, tho s e who farm o r own land 
had a non-farm household inco me of $15, 2 7 0 at filing. Those 
who do not farm o r own land reported a househo ld income of 
$12,642 at fil ing, 83 percent o f the farmer/landowner group . 
In 1994, the income disparitie s had not i mproved markedly, 
wi th those who farm o r own l a nd reporting $23 ,9 90 in non-farm 
income a nd those who neither f arm nor own land reporting 
$20 , 862 in non-farm income, 87 percent of t he 
f armer/landowne r group . The analytical category in whic h the 
64 
filer either continues to farm or own land is the category 
which has been most successful at remaining connected to 
farming. This catego ry has also been most successful in 
obtaining non-farm income. 
Total Family Income 
Of the 58 resp ondents, the 1994 average family income 
was reported as $36,762. A 95 percent confidence interval 
was computed, using the sample standard deviation, as $31,557 
to $41,967. All confidence intervals are computed using a 95 
percen t confidence factor in the foll owing equation : 
+-Confide nce I nterval = (Sample Standard Deviation I Square 
Root of N) x 1.96. The average income o f those who had a 
plan c o nfirmed was $38,277, while the average income of those 
who did not get a plan conf i rmed was only $30,290 . The 
a verage i n come o f those who obtained a discharge under a plan 
was $4 0,002 , while the average income of those who did not 
obtain a disc harge was only $23 , 786. In total , the 
successful users of the reorganization plan had an average 
family income of $40,002 , and the unsuccessful users of the 
reorganizat ion plan had an average family income of $28,258. 39 
39 This figure arose from the following c alc ula tion : 
Unsucc. Inc . = ((30,290 x 11) + (23,786 x 5))/16 = 28 , 258 
65 
There is a correlation between the successful use of the 
reorganization tools and a higher family income. Figure 7 . 5 
shows the t o tal family income for various categories. 
The average household income of the farming family is 
$37 ,506 , versus $34,629 for the non-farming househo ld as of 
1 994. The average household income , from all sources, f o r a 
farming or landowning household is $38,390 as of 1994, while 
the non-farming and non-landowning household has managed an 
average income of only $27 ,9 03. There is a correlation 
between success at remaining a farmer or l andowner and a 
h igher average household i ncome. 
Gifts or Inheritances 
Of the 76 respondents , only 5 reported receiving a gift 
o r inheritance in excess o f $10,000 during the plan period. 4 0 
Although t wo of these gift recipients did not complete the 
reorganization plan and receive a discharge , all of t ho se who 
received a gift or inheritance continue to farm . 
Two o f the recipients reported that the gift was g i ven 
to creditors. Both gift recipients who gave the gift to 
4 0 Those respondents who did not get a plan confirmed, or 
suffered dismissal o f a confirmed plan, were asked whether 
they received a gift or inheritance since filing for Chapter 
















































































































































































































creditors did not complete the reorganization plan . 
Providing these gifts to creditors may have been part of a 
negotiated settlement--a settlement which allowed them to 
farm without the need for Chapter 12 reorganization 
procedures. 
Credit Issues 
Many of the filers had a difficult time obtaining credit 
during the plan period. The structure of Chapter 12's credit 
mechanisms was one of the primary complaints expressed by the 
filers during the telephone interview. Difficulties were 
commonly experienced in obtaining seasonal operating credit, 
and this reorganization program shortcoming was perceived as 
one of the limiting factors of Chapter 12 . If i mprovements 
are to be made to the Chapter 12 framework, this area should 
be addressed. Thirty-five of the 56 respondents (63%) 
reported that it was harder, or almost impossible, to get 
credit while operating under the plan . 4 1 Figure 7 . 6 shows the 
respondent's perceived ability to receive credit during the 
41 This question was not asked of those filers who did 
not get a plan confirmed, or chose to seek dismissal of a 






















































































































































































































































































plan. Since completion of the plan, the situation has 
i mproved markedly for these filers. 42 In 1994, only 25 of 68 
respondents (37%) reported that it was harder, or almost 
impossible, to receive credit. 43 Figure 7 . 7 shows the 
perceived ability to receive credit after the plan. 
Operating capital became more accessible after plan 
completion. Oddly enough , although the filers perceived it 
as more difficult to obtain credit during the plan period, 
the average amount of credit extended during this time, 
$83,181 , exceeds the average amount of credit extended since 
completion of the plan, $65 , 189. 44 
Assuming those filers who did not farm or own land in 
1994 did so because they were unable to obtain credit, these 
42 One filer stated that 1994 was the first year he had 
been able to get credit since 1979 or 1980. 
43 Those filers who did not get a plan confirmed, or 
sought dismissal of the plan before the completion, were 
asked how they rated their ability to receive credit in 1994 
compared to their ability t o receive credit at the time of 
the f i ling. This question was asked no t o nly o f those 
filers who confirmed and discharged a plan, but also of 
those filers who did not get a plan confirmed or a 
discharge under a Chapter 12 plan. 
44 Those filers who did not get a plan conf i rmed, or 
s ought dismissal o f the plan before completion, were asked 
how much credit had been renewed or extended since filing a 
plan. 
70 
filers would, plausibly, have found it most difficult to 
obtain credit. Of those 7 reporting filers who d i d no t farm 
o r own land as o f 1994, 5 filers (7 1% ) found it harder or 
almost i mpossible to get credit now, relative t o credit 
availabil i ty during the plan p e r iod (or since fi ling) . This 
compares to the group of filers who continue to farm o r own 
land, in which o nly 20 out of 63 filer s (32%) f ound it harder 
or almost impossible to get c r edit at present. 
Since filing, those filers who did not successfully use 
the reorganization plan , however, do appear t o have been 
successful in obtaining credit. The average fi l er who did 
not get a plan confi rmed obta i ned $147,143 in credit versus 
$ 67,741 f o r those who got a plan confirmed, while the average 
filer who did not obtain a discharge under a confirmed plan 
obtained $59,563 i n c r edit versus $69,050 for those who 
o btained a discharge under a plan . In total, those filers 
who did not successfully complete a plan had an average 
credit extension of $115,296 since filing , while the 
discharged users repo rted an average credit extension o f 
$ 69 , 050 during Chapter 12 and an average credit extension of 
71 
$65, 1 89 since plan completion. 4 5 
Those filers who had a larger credit extension on filing 
the plan, continued to use credit more aggressively than 
those who had small er levels of credit extension . The group 
with $499,000 or larger credit levels, on filing the plan, 
obtained $92,017 of credit during the plan period, versus 
$76 , 869 dollars for those with $499, 000 or smaller credit 
levels. Since completion o f the plan, the group with 
$499,000 o r larger credit levels at filing had an average of 
$94,143 of credit extended while the $499,000 or smaller 
credit group had only $34,008 extended on average. 
4 5 This figure arose from the following calculation: 


















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































CHAPTER 8. STATUS OF THE FARM OPERATION AT FILING 
The data on the Chapter 12 filer's farm operation status 
at the time of filing and during filing are provided in 
detail in Tables 8.1 and 8.2 at the end of this chapter. 4 6 
This discussion centers on the more important features of the 
data provided. The data contained in these tables, however, 
are a great deal more extensive than this textual 
presentation permits. The reader is encouraged to further 
analyze the data contained in the tables. 
Ownership and Record Keeping 
The predominant method of farm ownership and operation, 
with 49 r espondents, is the sole proprietorship . Only 3 
corporations and 3 partnerships were rep orted , and these 
corporations and partnerships were all reported in the 
Northern District. 
The farm accounting records are generally kept by 
4 6 In these tables, those questions that begin with the 
phrase, "At present," were asked only of those respondents 
who continued co farm. Therefore, these questions provide 
no data in t hose fiel d s concerning those who do not farm, 
or do not own land, because the questions were not relevant 
to their position. 
81 
someone in the farm household, with 91 percent of the 
households reporting that someone in the household maintained 
the records. Four respondents reported using a professional 
bookkeeper or accountant. Of these 4 respondents, 2 were 
unable to confirm a plan and 1 was unable to obtain a 
discharge. Although the numbers are small, this suggests a 
correlation between individuals unsuccessful with 
reorganization plan use and use of a professional 
bookkeeper/ accountant. It is noted, however, that this 
correlation does not suggest a cause and effect relationship. 
Indeed, no obvious reason exists for such a correlation, 
although the cost of obtaining the bookkeeping/accounting 
service may have impacted financial viability under a plan, 
or perhaps those filers with poor records management skills 
tended to use the bookkeeping/ accounting services and these 
poor records management skills hindered the filer's ability 
to obtain a p lan. All 4 of the bookkeeper/ account 
respondents, however, were successful in remaining in 
farming. 
Using data from t he origina l Fa iferlick/Harl database, 
21 of the 141 filers (15%) who were located also reported use 
82 
of a professional bookkeeper/ accountant. n This is a more 
substantial rate than the 7 percent who reported use of a 
professional bookkeeper/accountant in 1994. Surprisingly, 
when analyzing the 1987 survey results, of these 21 filers 
who originally used a professional bookkeeper / accountant, 
only 11 were found to have continued with farming, which is a 
survival rate of 52 percent. Eighty - six percent of the 
entire group of located filers were f ound to have survi ved 
and continued with farming. Thus, there appears to be a 
correlation between use of a bookkeeper/ accountant and an 
inability to continue with farming , but no obvious 
theoretical or practical reason exists f o r such a 
correlation. 
Livestock 
At the time of filing, the f i lers were engaged in a 
variety of types of farm operatio n. Only 8 of the 73 
respondents (11% ) reported having a grain operation with no 
lives t o c k. Thirty of the respondents (41% ) reported having a 
n This information, concerning use o f pro fessio nal 
bookkeepi ng staff, was contained i n the database, b ut i t was 
no t published with the origi nal r e sults . 
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multiple livestock/ grain operation, 15 (21%) reported having 
a hog / grain operation, and 11 (15%) reported having a 
cattle/grain operation . These figures compare to the rates 
r e ported in the Faiferlick/ Harl study: 1) 16.l percent 
reported a grain only operation , 2) 32 . 9 percent reported a 
general/diversified operation , 3) 17.4 percent repo rted a 
hog/grain operation, and 4) 25.2 percent reported a 
cattle/grain operation. 48 These figures represent comparative 
data, made with respect to the same point -- the t ime of 
filing. The discrepancies can be attributed t o two factors: 
1 ) sample variance due to a comparison of t he resp ondent pool 
t o the original study pool , and 2) alteration in the reports 
due to a difficult recollection of the filer's operational 
status 7 years earlier. 
In 1994, 6 of the 58 respondent s (10%) reported a grain 
only operation, 19 respondents (33%) reported a mul t ipl e 
livestock operatio n, while 9 of the 58 (16%) reported a hog 
o peration and 11 of the 58 (19%) reported a beef o p eration . 
Given the disparities reported in the farm operat i ons in 
e xistence at the time of filing, only a broad conc lusion can 
48 Faiferlick / Harl. p . 305 - 306. 
84 
be drawn that there has been no dramatic shift in the type of 
farm operations. 4 9 
Those filers who had a livestock operation during the 
plan period were asked if they thought the livestock profits 
played a substantial role in their success at remaining in 
farming. Of the 54 respondents, 26 stated that the profits 
helped a great deal, 22 stated they helped a little, and 6 
stated they helped not at all. The graph in Figure 8.1 
provides an illustration of the perceived importance of 
livestock profits. Clearly, most of the filers had a 
perception that a livestock operation aided in remaining in 
farming. 50 
The filers also had a perception that a grain operation 
only would not be viable . Eighteen farmers thought they 
would have continued farming even if they had operated a 
4 9 Those filers who identified themselves as having an 
"other" type of farm operation, either at filing o r at 
present, had either rented the land out, enrolled it in CRP, 
or had a horse, hay, or custom feeding operation. 
50 One respondent described his attitude to his livestock 
operation, and his creditors' attitude, in this manner, 
"Land Bank wanted us to sell them (stock cow herd) to make 
the 1986 or 87 payment and I said no, how would we make the 
next payment with no calves to sell and they said worry 
about that later." 
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straight grain operation, whi le 42 thought they would not 
have continued farming if they had operated a straight grain 
operation . The graph in Figure 8.2 provides an illustration 
of the perceived survivability of a grain operation . 
Given the filers' perceptions o f t he importance of 
livestock profits, one would expect many of the straight 
grain farmers to have had a higher failure rate in terms of 
s urviving in farming. Although 3 of the 8 respondents who 
reported a straight grain operation no longer farm, these 3 
have successfully held onto their land. 
Forty of 66 respondents (61%) did not reduce their 
operations by selling breeding stock during the plan period. 51 
Twenty-six of the respondents (39%) sold b reeding stock 
during the plan period. Interestingly, of those who sold 
breeding stock, 9 reported that this was a wise sale, and 13 
reported that this was n o t a wi se move . Therefore, at least 
ha l f of those who sold breeding stock found that it was not a 
wise sale, while at least 35 percent of those who sold 
breeding stock believed it to be a wise move. These figures 
5 1 Those filers who did not get a plan confirmed, o r 
sought dismissa l of a plan before completion, were asked if 








































































































































































































indicate that forced liquidation of breeding stock assets, 
voluntarily or by action of creditors, did not occur to a 
great extent. Further, any voluntary or involuntary breeding 
stock liquidations were believed to be a wise move in some 
instances. 
Those who were unsuccessful with the plan, however, did 
suffer a much higher rate of breeding stock sales . Five out 
of the 10 respondents who did not get a plan confirmed 
reported livestock sales, and all 4 of the respondents who 
did not obtain a discharge reported breeding stock sales. In 
total, 9 of the 14 respondents (64%) who were not successful 
with plan use reported breeding stock sales. Further, 4 of 
the 5 respondents who did not get a plan confirmed, and sold 
breeding stock, indicated t hat the breeding stock sale was 
not a wise sale. All 3 respondents who did not obtain a 
discharge indicated that the breeding stock sale was no t a 
wise move. With 7 of these 8 respondents reporting that 
these sales were not a wis e move, a speculative inference can 
be drawn that these sales of breeding stock resulted through 
a f o rced liquidation, with the sales conducted in a more 
negative manner than those that were sold under the Chapter 
12 plan operations. 
88 
Land Rental 
When the plan was filed, the average respondent rented 
194 acres from others. This average is skewed by a few 
filers who rented large tracts, because the median number of 
acres rented was only 40 . 52 These large acreage rentals were 
predominantly in the Northern District. Although the 
Northern and Southern Districts report the same average 
number of acres rented at filing--194, the Northern District 
reports a significantly higher maximum number of acres 
rented- -compared to the Southern District--as well as a 
median number of acres rented of 0 in the Northern District 
versus a median number of acres rented of 140 in the Southern 
District. 
The highest number of acres rented occurred in that 
category of filers who had used or filed a reorganization 
plan previously, wi th an average of 301 acres rented . Those 
wi th fewer acres under ownership at filing reported a higher 
52 Many Iowa farmers do not rent land for their farm 
operation. Out of 77 , 124 farmers in Iowa with sales of 
$10,000 or more in 1992 , 27,907 (36 %) rented no land for 
their farm operation. U.S. Bureau of the Census, 1992 
Census of Agriculture, Vol. 1, Part 15, Geographical Area 
Series, AC-92-A-15 (1994). 
89 
number of acres rented compared to those with more acres 
under ownership--174 acres versus 109 acres, respectively. 
Those with a higher debt level at filing reported more acres 
rented than those with a lower debt level, 214 acres versus 
174 acres, respectively. 
In 1994, the number o f acres rented had not been altered 
extensively since the date of filing. The average number o f 
acres rented was 186 in 1994, versus 194 rented on average at 
filing. The Southern District does have a higher average 
number of acres rented than the Northern District --197 acres 
versus 178 acres, respectively. Acreage rental still appears 
to be less common in the Northern District than in the 
Southern. The Northern District median number of acres 
rented remains 0, which suggests that acreage rental in the 
Northern District occurs not as frequently as in the Southern 
District. The previous bankruptc y user category still has 
the highest number of acres under rental--253. The fil ers 
owning 320 or fewer acres at filing and the filers with 
$499,000 or more of debt at filing still rent more acres on 
average than their counterpart category. 
90 
Land Ownership 
Sixty-five of 73 respondents (89%) reported that they 
owned farm land in 1994. Four respondents did not own farm 
land, yet continue to farm, and 11 of the respondents owned 
farm land in 1994, but do not continue to farm. Of the 8 who 
did not own farm land in 1994, 6 of them had larger than 
average debt on filing. Seven of these 8 respondents (one 
respondent did not report on this question) who did not own 
land in 1994, reported owning an average of 396 acres at 
filing. Six of these 7 respondents who owned land at filing, 
and did not own land in 1994, reported aggregate debt levels 
at filing in excess of $499,000 . This suggests, not 
surprisingly, that those filers with larger debt loads at 
filing were more likely to lose their land during the 
reorganization process. 
For those 69 respondents reporting, the average number 
o f acres owned was 257 in 1994. 53 Those who got a plan 
confirmed owned slightly more land on average, 266 acres in 
1994, compared to those who did not get a plan confirmed, 192 
53 Those filers who reported owning no land at present, 
were deemed to own O acres of land for purposes of this land 
acreage ownership summation . 
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acres. Those who completed the plan and received a discharge 
own markedly more land than those who did not complete and 
receive a discharge, 278 acres versus 100 acres . The average 
number of acres of land owned by t hose who continue to farm 
is greater than those who do not continue to farm , 268 versus 
208, respectively. The Northern District respondents, on 
average, own 230 acres, while the Southern District 
respondents, on average, own 301 acres. Those with greater 
total debt at filing also own more acres in 1994, 302 acres, 
than those who had smaller debt levels, 215 acres. The 
respondents with $499,000 or more in debt at filing continue 
to o wn more acres on average, even though they were the 
category which was most likely to lose all of their land. 
Both the respondents with less than $499,000 in debt at 
filing, and the respondents wi th more the $499,000 in debt, 
have smaller levels of land ownership in 1994. The 
respondents with more than $499,000 in debt have had far 
larger absolute (132 acres) and percentage (30%) reductions 
in average acres under ownership. 
Tables 8.1 and 8.2 contain a breakdown of the land 
ownership at filing, as reported in the bankruptcy court 
92 
records, for each of the analytical categories . 54 On average, 
the number of acres under ownership has fallen precipitously. 
Figures 8.3 and 8.4 show the acres owned at filing and in 
1994, respectively, for the various categories . At filing, 
the filers owned, on average, 333 acres. In 1994, the 
respondents own, on average, 257 acres -- a 23 percent 
reduction. Those who did not successfully complete a plan 
have had a more marked decrease in land o wnership. Those who 
did not get a plan confirmed have reduced average acreage 
ownership by 4 5 percent. Those who did not obtain a 
discharge under a p l an reduced average acreage ownership by 
67 perce n t . Figure 8.5 shows the percentage decrease in 
acres owned for various categories. Those who do noc 
continue to farm, and those who neither farm nor own land , 
owned fewer acres at filing than those in their counterpart 
category--those that farm, or those that farm and/or o wn 
land . The Northern District has seen a much more marked 
decrease in the average number of acres o wned , relative to 
the Southern District--a reduction of 33 percent and 6 
percent, respectively. Those filers who had used a 



























































































































































































































































































































































































































































































































































































































bankruptcy plan previously had a larger decrease , 52 percent, 
in their land ownership. Those filers who had a smaller 
number of acres under ownership , or a smaller debt level, had 
a lower percentage reduction in their land ownership -- 11 
percent and 9 percent, respectively. Those filers who had a 
larger number of acres under ownership, o r a larger debt 
level, had a much higher percentage reduction in their land 
ownership--30 percent in each category. 
On average, the present total debt o n land owned in 1994 
was $135,177. On average, the total fair market value of 
this land is $310,050. This suggests that the typical filer 
has a net equity in land of approximately $175,000. By 
analyzing this information for each individual filer, the 
average equity is computed as $177,273. 55 
Those who did not successfully use the plan have a 
markedly lower debt level on average, and a markedly lower 
fair market value on their land. These factors alone may not 
55 The information in Tables 8.1 and 8.2 concerning 
present equity in the land, as well as the debt, fair market 
value, and equity per acre, were computed only for those 
filers who provided an answer to all three questio ns 
concerning : 1 ) numbe r of acres owned, 2) total debt on this 
land which is owned, and 3) present fair market value on the 
land which is owned. 
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indicate a lower degree of financial success since filing . 
The equity levels , however, indicate that those who did not 
successfully use the plan have been able to amass a lower 
equity level in their land. Those who got a plan confirmed 
have 67 percent more equity in their land than those who did 
not get a plan confirmed. Those who obtained a discharge 
under a plan have 124 percent more equity in their land than 
those who did not get a discharge. These decreased equity 
levels are the result of ownership of fewer acres, because 
those who g o t a plan confirmed have managed to establish an 
average equity per acre of $787, while those who did not get 
a plan confirmed have managed an average equity which i s only 
3 percent lower at $765 p er acre. Those who obtained a 
discharge under a plan have managed to accumulate an average 
equity of $765, whi le those who did not get a discharge under 
a plan have an average equity per acre of $828 . Those who 
have not been successful with plan use have, therefore, been 
able to establish similar equity levels in their land on a 
per acre basis, but they have not remained owners of nearly 
as many acres. 
It is interesting to note that those filers who do not 
farm have an equity level in their land which is 55 percent 
98 
greater than those who do farm. The average equity in the 
farm land is nearly the same between the two Bankruptcy 
Districts, with the Northern District at $176,808 and the 
Southern District at $177,893. This is true even though the 
Northern District has, on average, fewer acres under 
ownership. Given the increase in the average value of farm 
land in Iowa since the filings in 1986 / 87, it is not 
surprising to find that those farmers with more than 320 
acres under ownership at filing have a larger equity in their 
farm land in comparison to those with fewer acres. 
The average debt per acre was $537 in 1994, with a n 
average fair market value per acre of $1,321, which leaves an 
average equity per acre of $785 as of 1994. Not 
surprisingly, those in the Southern District reported a 
markedly lower fair market value than those in the Northern 
District, $1,067 versus $1,512 respectively, which would be 
anticipated given the lower land values which generally 
prevail in the Southern District. The Southern District 
reports an average equity per acre of $589, or 55 percent of 
the average fair market value per acre. The Northern 
District reports an average equity per acre of $931, 62 
percent of the average fair market va l ue per acre. 
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Twelve of the 72 respondents have purchased farm land 
since filing a plan. Such purchases may have been obstacles 
to completion of the plan, although this conclusion is, at 
best, only tentative, as more inquiry needs to be made as to 
the factors associated wi th success under the plan. Four of 
these 12 purchasers did not manage to get a plan confirmed 
and 1 of the purchasers failed to obtain a discharge . 
Nevertheless, all of those who purchased farm land have 
continued farming. The bulk of the land purchases occurred 
in the Southern District, with 9 out of 27 (33%) reporting a 
land purchase, while only 3 out o f 45 (7%) reported a land 
purchase in the Northern Distri ct . 
On average, those purchasing farm land purchased 167 
acres. Those who had above average debt on filing the plan 
had greater purchases, with below average debt holders on 
filing purchasing only 98 acres on average and above average 
debt holders purchasing 236 acres. 
On average , the nine reporting respondents borrowed 
$86,567 dollars to purchase their land. Those who were 
unsuccessful wi th obtaining confirmation of a plan borrowed 
$138,333 on average, while those who got a plan confirmed 
borrowed only $60,683. Those who obtained a discharge under 
100 
the plan borrowed, on average, $71,320, which is considerably 
more than the single land purchaser who did not obtain a 
discharge and who borrowed only $7,500. Given the relatively 
high number of filers who were unsuccessful with plan use who 
purchased land, and given the large debt that was taken on to 
purchase the land by those unsuccessfu l with plan use, it may 
be inf erred that operation of the plan is a hindrance t o 
leveraged land purchases. This may be the reason that the 
plans were either not confirmed or, if confirmed, a discharge 
was not obtained by these filers. 
The Northern District borrowers used $110,000 of credit 
on average, while the Southern District bo rrowers used only 
$79,871 to buy the land. Although the filers who had more 
debt at filing tended t o buy more a cres of land than those 
wi t h less debt, they have not borrowed markedly more money to 
do s o , $91,250 versus $82,820, r espec t i ve ly . 
EQuipment 
Of the 72 respondents, 27 (3 8 %) reported the purchase of 
new o r used equipment while operating under the plan. 56 The 
56 Those filers who did not get a plan conf irmed, or 
obtained dismissal of the plan before complet ion , were asked 
101 
average value of new purchases was $20,509, and the average 
value of used p u r cha ses was $15,000 . Generally , the 
purchasers reported little criticism from neighbors for the 
purchase. Thirteen out of 18 reporting respondents (72%) 
reported no critici sm, while 5 of the 18 (28%) reported some 
level of criticis m. 
Those who did not get a plan confirmed had a greater 
tendency to purchase equipment, with 6 of the 10 ( 60% ) 
reporting a purchase. This purchase was also, on average, 
larger than the confirmed plan user purchases, $22,633 
versus $13,652. Th e filers in the Northern District spent 
more on purchases than the Southern District, with average 
purchases of $18,509 versus $11,490. Those who owned fewer 
acres on filing spent less than those with more acres, $ 7 ,875 
versus $16 , 670 . Those who had greater debt at filing spent 
more than those who had l ess debt at filing, $16,720 versus 
$10,983. 
Nineteen of the 71 respondents (27% ) reported equipment 
sales during the plan period. 57 Average sales totalled 
if they had purchased the equipment sinc e filing for a p l an. 
57 Tho se filers who did not g e t a plan confirmed, o r 
obtained a dismissal of a plan before completion, we re asked 
102 
$14,775. Eight of the 13 respondents (62%) reported that 
these funds generated from equipment sales were given to the 
creditors, rather than made available to the farm operation . 
Those who did not continue to farm as of 1994 are most likely 
to have given the funds to creditors, with 5 of the 6 
respondents (83%) giving these funds to their creditors. 
Given these equipment sales and purchases, the filers 
generally believed that they had the same access t o farm 
machinery, while operating under the plan, relative to 
operations before the plan. 58 Forty of the 66 respondents 
(61%) perceived the same access as prior to the filing. 
Twenty-one of the respondents (32%) reported some degree of 
dec reased access and only 5 of the respondents (8% ) reported 
some degree of increased access. Al l 5 o f these respondents, 
perceiving an increased access to machinery, continued to 
farm as of 1994. Those who do not farm gave a stro ng 
response, with 7 o f the 9 respondents (78%) indicat ing that 
they experienced decreased access to the appropriate farm 
if they had sold any equipment since filing . 
58 Those filers who did not get a plan confirmed, or 
obtained a dismissal of a plan before comp let ion, were asked 
if they had access to the appropriate machine ry since filing 
a plan . 
103 
machinery while operating under the plan . Access to 
equipment, therefore, may have had an impact on the ability 
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CHAPTER 9. REORGANIZATION PLAN: OPERATIONAL ISSUES 
The data on the Chapter 12 filers' farm 
reorganization plan op e rat ions , are provided in detail in 
Tables 9.1 and 9.2 at the end o f this chapter. This 
d iscussion centers on many of the more important features of 
the data provided. These questions were asked only of those 
individuals who completed a plan. Those who did not confirm 
a plan, or those who did not receive a discharge from a plan, 
were excluded from these questions. 59 
Plan Operat ion 
On average, the trustee received $6,121 in fees, 60 whi le 
the average attorney received $10,054 in fees. 61 Those filers 
who had previously used a bankruptcy plan reported the 
59 To maintain symmetry in the table format for each 
chapter, those columns that typically contain data 
concerning a particular category were not deleted , even 
though there is no informat ion available with respect to 
these questions. 
60 Although perhaps not accurate, two filers reported that 
the trustee received no fee. 
61 One filer reported that the attorney did not receive a 
fee. 
119 
highest average trustee fees--$8,224, and the highest average 
legal fees--$13,286. 62 
Of the 52 respondents, 16 (31%) indicated that 
modifications were made to the plan. Out of 56 respondents, 
4 (8%) indicated that at least some plan payments were 
missed, which indicates a high ability to cont inue with and 
meet the plan specifications by the typical user. Those who 
had used a bankruptcy plan previous ly were more likely to 
have obtained a modifi cat ion to the plan, with 5 of the 10 
respondents reporting that modifications were obtained . 
Additional ly, 2 of the 4 filers to miss payments were filers 
who had used a bankruptcy tool previously. All of those 
filers to miss payments were from the Northern District. 
62 Some of the filers questioned the role of the trustee. 
In at least 2 instances, filers reported that they made 
their plan payments di rectly to the creditor . The f iler 
then filled out a form which was posted to the trustee, 
along with a check to the trustee for an amount equal to 5 
percent of the creditor payments. These filers did not 
perceive any value in the trustee ' s services . 
In a brief conversation with a trustee, the trustee 
stated there were instances in which debtors were allowed t o 
make some payments ou tside o f the plan/ trustee fees. See, 
Neil E . Harl, Paying Creditors Directly in Chapter 12 
Bankruptcy , Agric . L. Dig., Vol. 6, No . 10 , p . 73 (Robert P. 
Achenbach, Jr. ed., May 5 , 1995). 
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Living E:x;penses 
Bankruptcy reorganization plans specify a level of 
expenditure f or the farm family that is to approximate the 
family's annual living expense . The largest annual living 
expense allowed was $31 ,2 00, while the smallest was zero. 63 
The average annual living expense was $12 ,183. 6 q The 8 
respondents who did not farm in 1 994 had average living 
expenses granted by the court which were markedly lower than 
the group that farms, with $8,277 and $13,027 in average 
living expenses, respectively. The 2 respondents who neither 
farmed nor owned land had the lowest allowed living expenses, 
with an average of only $500. 
Sixteen of the 52 respondents, o r 31 percent, fe l t that 
the living expenses were inadequate. A higher percentage of 
those who did not farm in 1994--50 pe rcent, or of those that 
neither farm nor own land- -6 7 percent, felt that the living 
expenses were inadequate. Given the lower living expense 
levels granted to these categories, it is not surprising that 
63 Some filers were not granted a living e xpense because 
of adequate non -farm income. 
6
q One filer stated that the living expenses were 
inadequa te and the filer used food stamps for a time. 
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the living e xpense level was perceived as inadequate. 
Fifteen of the 16 respondents (9 4% ) who thought the 
living expenses were inadequate, lived in the Northern 
Distric t. Nevertheless, the average living expense allowed 
Northern District fi lers was $12,067 and the average living 
expense allowed Southern District filers was $12,41 3 . The 
average living expense allowed the 13 respondents who 
reported: 1 ) dissatisfaction with their living expense, and 
2) the actual annual living expense allowed by the court, was 
$10,662. 
Those who owned fewer acres on filing tended to feel 
that living expenses were inadequate . Ten filers in the 
smaller acreage group (40%) believed the living expenses were 
inadequate, while only 1 filer from the larger acreage group 
( 8% ) felt that living expenses were inadequate. Curiously, 
the average allowed living expense for the smaller acreage 
group was $13,169, while it was $10,400 for the larger 
acreage group. 
Out of 56 respondents, 8 filers reported that creditors 
objected to the living expense levels . Seven of these 8 
objections arose in the Northern District. Six of the 
object ions were lodged against those with fewer acres, and 7 
122 
of the objections were lodged against those with larger debt . 
Income Projections 
As part of the plan confirmation process, the filers had 
to make projections of the income to be generated by their 
farm operation. Speculation has existed as to whether these 
income projections were overly optimistic, in order to 
achieve plan confirmation, or if they were accurate. At the 
time of the establishment of the plan, 34 of the 55 
respondents (62%) felt that the plan income projections were 
j ust right, whil e 15 (27%) felt that they were overly 
optimistic and 6 (11% ) felt that they were pessimistic. In 
hindsight, 32 of the 54 respondents (59%) reported that the 
plan's income projections were just right, while 19 (35% ) 
thought they were overly optimistic and 3 (6%) thought they 
were overly pessimistic. Clearly, the bulk of the filers did 
not perceive exaggeration in these numbers in hindsight , or 
at filing, while roughly a third perceived an exaggeration 
both in hindsight and at filing. All filers who thought the 
income projections were overly pessimistic, either at 
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CHAPTER 10. FARM OPERATION INCOME, DEBT, AND EQUITY LEVELS 
The data on the Chapter 12 filers' present farm 
operation status are provided in detail in Tables 10.l and 
10.265 at the end of this chapter. This discussion centers on 
the more important features of the data provided. 
Farm Income 
The average annual gross income from farming is reported 
by the respondents as $112,656, for the years 1992 to 1994. 
Those that got a plan confirmed, however, had a much higher 
average gross income than those that did not get a plan 
confirmed--$117 ,2 71 versus $86,256, respectively. Those that 
obtained a discharge unde r a plan also had higher average 
gross incomes--$118,158 versus $106,333 for those that failed 
to obtain a discharge under a plan . Understandably, those 
with fewer acres have a lower annual gross income relative to 
the counterpart category--$96,459 versus $114,845 . Those 
65 No data are provided for those 21 filers who did not 
continue to farm, because these questions were not 
relevant. Therefore, no da t a are available f or the 
categories: 1) -Farm, 2) Adj. Farm, 3) -Adj. Farm. The 
questions were not posed to those who did not continue to 
f arm. 
130 
with more debt at filing have higher gross income relative to 
the counterpart category--$138, 461 versus $83,333 for the 
years 1992 to 1994 . 
The average annual net income from farming for the 44 
respondents was $16,114 for the years 1992 to 1994 . A 95 
percent confidence interval for the net farm income would be 
$9,205 to $23,023. Figure 10.1 shows the 1994 net farm 
income of the respondents with respect to plan confirmation, 
discharge, and whether the respondent remains in farming . 
The average net income for those that got a plan confirmed is 
higher than for those that did not get a plan confirmed--
$16 , 676 versus $13,143, respectively, while the net income 
for those that received a discharge is slightly less than 
those that did not receive a discharge- - $16,629 versus 
$17,500. In line wi th the gross income figures, those filers 
with fewer acres owned at filing have a lower net income than 
those with more acres owned -- $14 , 860 versus $17,867. Those 
with less debt at filing also reported average net incomes 
which are consistent with the average gross income levels. 
The lesser debt category had average net income of $11,713 
and the greater debt category had average net income levels 








































































































































net average annual income than the farmers in the Northern 
District, $19,198 versus $13,545. Surprisingly , the highest 
annual average income, $27,375, is generated by those who had 
a previous bankruptcy filing. 
Farm Debt 
In 1994, the 4 9 respondents reported an average 
indebtedness of $187,456. A 95 percent confidence interval 
for the i ndebtedness is $140,009 to $234,903. Figure 10.2 
displays the total indebtedness held by the respondents with 
respect to plan confirmation , discharge, and whether the 
respondent remains in farming. Those who did not get a plan 
confirmed, or did not receive a discharge, have markedly 
lower average indebtedness levels--only $118 , 143 and $91,875 
respectively . Those who did get a plan confirmed , or did 
receive a discharge, have average indebtedness levels of 
$199,008 and $210 , 285 respectively. 
The Northern District has greater indebtedness per 
debtor than the Southern , $202 , 271 versus $165,973, 
respectively . The smaller acreage group had less 
indebtedness than the larger acreage group, $140 , 309 versus 












































































































































continues to have larger debt on average, $252,222 versus 
$134 , 683 in the smaller debt group . 
The total indebtedness consists primarily of debt which 
is secured by land. Forty-two of the respondents reported 
average debt of $161,703 secured by land. Notwithstanding 
land secured debt, indebtedness secured by other assets 
remains a fairly substantial category of debt, with 34 
respondents reporting an average indebtedness of $73,552 
secured by other assets . Unsecured debt did not play a 
substantial role in the debt structure of the respondents as 
of 1994. Ten respondents reported having unsecured debt with 
an average indebtedness of $23,359. 
Fair Market Value and Equity of the Farm Operation 
The average fair market value of the 50 respondents' 
assets was reported at $416,313. A 95 percent confidence 
interval for the fair marke t value is $329,509 t o $503,117. 
Figure 1 0 . 3 shows the fair market value for the respondents 
who fal l into the categories with respect to plan 
confirmation, discharge, and whether the respondent continues 
to farm. The fair market value of t hose who did not get a 





























































































































































$327,857 versus $430,712. Those who did not achieve a 
discharge also have a lower average fair market va lue, 
$153,325 versus $459,162. 
The Northern District reported a higher average fair 
market value of assets, versus the Southern District, 
$463,235 -- $351 , 515. The l arger acreage group reported a 
substantially higher fair market value than the smaller 
acreage group-- $606,148 versus $280 , 411. The larger debt 
group also reported a higher fair market value than the 
smaller debt group--$568,979 versus $286,264. 
For each respondent who provided a response to both 
queries, the equity in each farm operation was computed by 
subtracting the total indebtedness from the total fair market 
value. The average equity in the farm operat ion, for those 
49 respondents providing an answer to the appropriate 
queries, was $218,98 6 . A 95 percent conf idence interval was 
computed for the average equity and is $165,522 t o $272,450. 
This compares to the average equity in the land ho ldings--
$177, 273--which was computed in Chapter 8. Although the 
average equity reported by those who did not get a plan 
confirmed is nearly as large as those who got a plan 
confirmed, those who did not obtain a discharge have markedly 
137 
lower equity levels than those who did get a discharge--
$61 , 450 versus $232 , 277. Figure 10.4 shows the average 
equity in the farm operation, as of 1994, wit h respect to the 
categories for plan confirmation , discharge, and whether the 
respondent continues in farming. 
The Northern District filers report an average equity 
well above that of the Southern District filers, $260,964 
versus $158,118. These figures create an analytical anomaly, 
because the equity computed wi th respect to the land 
ownership-- reported in Chapter 8--was placed at $176,808 in 
the Northern District and $177,893 in the Southern District. 
Surprisingly, the category with the highest reported equity 
was that group of filers who had used a bankruptcy procedure 
previously, wi th an average equity of $303,665. The previous 
bankruptcy filers were not the group with the highest total 
equity computed in their land holdings in Chapter 8. Those 
in the smaller acr eage ownership group had a markedly lowe r 
average equity than those in the higher acreage ownership 
group--$140,102 versus $295,157. Those with larger debts at 
filing have the larger equity at present, compared to the 




















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































CHAPTER 11. FINANCIAL RESOLUTION METHODS FOR NON-PLAN USERS 
The data on the Chapter 12 filers' financia l resolution 
procedures, used in lieu of Chapter 12 procedures, are 
provided in detail in Tables 11 . l and 11.2 at the end of this 
chapter. These tables contain information f or those filers 
who did not confi rm or complete a Chapter 12 plan. 
Therefore, t he various categories do not always represent the 
information of all members of that category, but only those 
members o f that category who did not get a plan confirmed or 
compl eted. This discussion centers on many of the more 
i mportant features o f the data provided. 
Those filers who did not get a plan confirmed, or did 
not obtain a discharge after getting a plan confirmed, took 
various paths to the u l timate resolution of their financial 
situation. Of the 20 respondents in this category, 3 chose 
to use Chapter 7 procedures, 8 reached a privately negotiated 
settlement with their creditors, 5 could not reach a 
settlement with the creditors and the creditors ultimately 
foreclosed, 2 stated that the plan was not approved because 
146 
of inadequate legal assistance, and 2 followed o ther paths. 66 
A dispr oport ionate number of the filers who did not 
get a plan conf irmed or obtain a discharge under a plan were 
from the Southern District, wi t h 13 out o f the 31 respondents 
f r om t he Southern District (42%} being unsuccessful Chapter 
12 users. In the Northern District, 7 out of 50 (14% ) were 
unsuccessful Chapter 1 2 users . Additionally, all 3 of the 
Chapter 7 users were based in t he Southern District. 
Eighteen of the 20 respondents who did not get a plan 
confirmed or receive a discharge from a plan believed that 
creditors would not have negotiated a private settlement if 
Chapter 12 had not been in existence. Specifically, of those 
5 filers who were unable to reach a private settlement with 
c reditors, a l l 5 believed that creditors would not have 
negotiated if Chapter 12 had not been in existence . Most of 
the file rs, and even those filers who were not successful at 
66 Of the t wo respondents that i ndicated "Other " as the 
method used to r esolve t heir financial position, one 
indicated that the plan was not approved because the judge 
would not approve it. The o ther respondent indicated that 
he did not go forward with the plan because of unreasonable 
trustee fees. The filer did not use Chapter 12 because of 
"unrealistic trustee fees -- $13,500 per year and $22,54 0 upon 
completion. I consider t his outrageou s when the fami ly 
involved did not have grocery money at the time of filing . 11 
147 
obtaining a privately negotiated settlement, found value in 
the existence of Chapter 12 because of an altered and 
impr oved negotiating position. 67 
67 The filers frequently expressed support for Chapter 12. 
As one put it, " If it hadn't been for that (Chapter 12 ) , I'd 
have been ou t in the road. 11 Another wrote , "The Chapter 12 
process was a valuable tool for us, as we did manage to keep 
farming and make a living. I think in the long term the 
Bank was better off with Chapter 12 than a forced 
liquidatio n . 1' One filer referred to Chapter 12 as a "tool 
for them to work with FDIC . " One other respondent wrote , 
"My mother couldn't afford to keep fighting the proceedings 
to put c hapter 12 in place. But it did bring creditors to 
the negotiating table t o f ind a s olution. But I think it 
was the knowledge that if they didn't try to settle, c hapter 
7 was next." 
Support for Chapter 12 was not universal, however, one 
filer stated that it would be "better to file 7 (Chapter 7) 
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CHAPTER 12. STATUS OF THOSE FILERS WHO DO NOT CONTINUE 
TO FARM 
The data on those Chap ter 12 filers who did not continue 
to fa r m are provided in detail in Tables 12 . l and 12 . 2 at the 
end of this chapter . Therefore , the various c a tegories do 
not a lways represent the information of all members of t hat 
category, but only those membe rs of t ha t category who did not 
continue to farm. This discussion centers on many of the 
more important features of the data provided . 
Of the 21 respondents who d id not continue to farm, 3 
are no l onger farming because of foreclosure by cred itors, 2 
sold their property, 2 voluntarily surrendered the deed to 
their farm to creditors, 4 had the operation t a ken over by a 
family member , 1 is not physically able to farm, 7 chose to 
retire, and 2 had other reasons not to cont inue farming . 68 
Interestingly, 2 of the 4 filers who turned the farm 
operation over to a family member did not farm, and did not 
6 8 Of the two respondents that had "o ther" reasons to quit 
farming, one indicated that he repurchased his land in 1988 
and decided to sell it in 1992. The o ther respondent 
indicated that profit margins were just too narrow, and he 
decided to discontinue farming. 
152 
own land, as of 1994. If these two filers are deemed to have 
been successful with Chapter 12 use, in that they 
successfully turned a farm operation over to family members, 
then the total number of filers that neither: 1) fa rmed, 2 ) 
owned land, or 3) turned the farm operation over to a family 
member, as of 1994 is only 8 out of the 81 respondents. This 
provides a further indication of the successful impact of 
Chapter 12 procedures on farm operation viability. 
Of those 7 respondents who ret ired from farming, all 
continued to own land. This indicates that these farmers 
voluntarily retired, and were not forced from farming . 
Fifteen of those who did not continue to farm are from the 
Northern District --this represents 30 percent of the filers 
in this category. Six filers from the Southern District did 
not continue to farm, representing 19 percent of the filers 
in this category . Seven of the 21 who no longer farm either 
did not get a plan confirmed or did not obtain a discharge 
under a plan. 
All three of those who endured foreclosure by creditors 
did not farm o r own land as of 1994. Both of those who 
voluntarily surrendered the land by deeding the property to 
their creditors did not farm or own land in 1994. 
153 
Nineteen of the 21 respondents who did not continue to 
farm in 1994 reported the year in which they ceased farming 
after filing for Chapter 12. 69 Three ceased farming in 1986, 
which was followed by two years in which none of the farmers 
quit farming. In the year 1992 the largest number of farmers 
ceased farming--6. 
Twenty of the 21 filers who did not continue to farm 
reported their present e mployment status. Six of the filers 
are retired, 1 is unemployed and looking for work, 1 is 
unemployed and not looking f or work, and 12 are working i n 
some form of non-farm employment. The bulk of these file rs, 
therefore , have found some form of employment or have moved 
to retirement status. 
69 One file r indica ted that, although e ligible to file 
under Chapter 12 as a farmer , the fi ler had quit actively 


















































































































































































































































































































































































































































































































0 1 2 3 0 0 7 1 
14






















































































































































































































































































































































































3 1 2 2 1 0


































































































































































































































































































































































































































































































































































































































































































































































































1 1 2 1 1 0 5 2 
1
3






































































































































































































































































































































































































































































































































































































CHAPTER 13. DEBT FORGIVENESS 
The data on the Chapter 12 filers ' debt forgiveness are 
provided in detail in Tables 13.1 and 13.2 at the end of this 
chapter. 70 This discussion centers on the more important 
features of the data provided. 
On average, the filers had obtained $378,960 of credit 
at filing. Those who had a plan confirmed had approximately 
the same amount of credit extended as those who did not get a 
plan confirmed, $380,341 and $371,537, respectively. On 
average, those who obtained a discharge under a plan had also 
obtained a similar amount of credit--$390,142. Those who 
failed to obtain a discharge had obtained markedly l ower 
average credit levels--$249,667 . Those who cont inue to farm 
reported higher levels of credit extension than those who do 
70 The data reported by the filers do have limitat ions. 
On receipt o f the returned questionnaires, an 
additional telephone contact was made, in some instances, to 
clarify the credit extension numbers. During these 
discussions, it became obvious that many of the filers were 
reporting only those creditors t hat had discharged or 
writ ten off some debt. If the debt was paid in full, or 
reaffirmed in some manner, the f i lers may not have 
reported this credit extension . The refore, the reported 
data may be considerably more accurate with respect to 
the amount of debt discharged or written off than with 
respect to the amount of debt originally extended . 
159 
not continue to farm--$404,754 versus $258,588 . In the same 
vein, those who continue to farm or own land had obtained 
markedly higher credit extension at fi ling than those who do 
not farm or own land, $390,381 versus $99,146. 
On average, the filers had $155,101 of their credit 
obligations written off since filing the plan. A 95 percent 
confidence interval for the credit written off is $113,275 to 
$19 6 ,927. The average filer had 39 percent of their total 
debt written off . Interestingly, those who were not 
successful with the plan use, in that they did not get a plan 
confirmed or receive a discharge under a confirmed plan, had 
slightly more credit wr itten off on average -- roughly 1 
percent more . Those who continue to farm managed to have 42 
percent of their total debt written off, while those who do 
not continue to farm had only 26 percent of their credit 
written off. Figure 13.l shows t he percentage o f the total 
credit which was wri tten of f, with respect to plan success, 
and farm survival success. Given that the average respondent 
who continues to farm had a much higher average debt level --
$404, 754, than the respondent who does not continue to farm --
$258,588, those who continue to farm had much higher absolute 














































































































































































































farm. The filers in the Southern District, while having 
slightly less average total debt, did manage a higher 
percentage of debt write down 
--47 percent versus 34 percent in the Northern District . 
Those with more land owned at filing also had markedly more 
debt on average at filing than those with less land owned at 
filing--$582,387 versus $297,740. The greater land ownership 
category, however, also managed a higher average debt write 
down rate--42 percent versus 35 percent in the l ower land 
ownership category. Those with more debt at filing also 
managed a higher debt write down rate, compared to the 
counterpart category--44 percent versus 34 percent . 
The average amount of credit secured by land was 
$318,485. This represents the bulk of the debt held by the 
filers. Those who do not continue to farm, and those who do 
not own land, had lower land-secured credit extension levels 
than those who either continue to farm or own land. The 
average amount of land secured credit, which was written off, 
was $125,543. 71 This represents an average land secured debt 
71 The amount of debt which was written off may have been 
voluntarily written down by the creditor, or it may have 
been discharged on completion of the plan. Although an 
attempt was made to collect the data with respect to these 
162 
write down rate of 35 percent. Those who do not continue to 
farm, and those who do not continue to farm and no longer own 
any land, were very unsuccessful in obtaining land-secured 
debt write downs. The respondents who continue t o farm 
managed to discharge 38 percent of their land secured debt, 
while the respondents who do not continue to farm managed to 
discharge only 18 percent of their land-secured debt. Filers 
in the Southern District were more successful in obtaining a 
write down of the land- secured debt, 45 percent versus 27 
percent in the Northern District. 
The respondents reported an average credit level at 
filing, secured by other assets, of $117,461. On average, 
$51,246 of these secured loans were written off either 
voluntarily or at discharge. This represents a write down 
rate of 35 percent. Those who no longer farm, whi le having 
markedly higher debts secured by assets other than land 
{compared to the category who continue t o farm) , managed a 
higher rate of debt write down as well--48 percent versus 33 
categories--voluntary or discharged debt, the filers were 
often uncertain whether the debt had been written down 
voluntarily or by discharge . Therefore, the amount of debt 
written off can be estimated, but the circumstances under 
which it was written off could not be reliably determined . 
163 
percent. 
The respondents reported an average unsecured credit 
level, at filing, of $69,365. On average, $68 , 825 of this 
credit was written off . 72 This is an average wri te down rate 
of 99 percent for these unsecured debts . 
72 Through telephone contacts wi th the filers, it was 
determined that some of the file rs , believing that the 
quest i onnaire was directed to an examination of the credit 
whi c h had b een written off , did not report unsecured credit 
which was reaffirmed or paid off in full. If other filers 
reported data in a similar manner , the quantity of unsecured 
































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































CHAPTER 14. FINANCIAL POSITION 
The data on the Chapter 12 filers' financial positions 
are provided in detail in Tables 14 . l and 14 . 2 at the end of 
this chapter. 73 This discussion centers on many of the more 
important features of the data provided. 
Debt Write Off /Asset Fair Market Value 
The respondents reported an estimate of the total fair 
market value o f all of their assets. 74 For each respondent 
who reported both an asset fair market value and a level of 
credit which was written off, the debt write off was divided 
by the fair market value to compute the write off value as a 
percent of the fair market value. The average filer's debt 
write off was equivalent to 46 percent of the fair market 
value of all of the filer's assets. This average percentage 
73 The respondents who no longer farm were not asked the 
present fair market value, or the equity level, of their 
assets. Therefore, the categories for those who do not 
farm or do not farm or o wn land, contain no data in Table 
14.1. The remainder of the categories contain data for 
those respondents in that category who continue to farm. 
7 4 The fair market value and equity information are in 
Tables 10.l and 10 . 2. 
173 
is skewed by a few respondents, because t he median respondent 
had only 32 percent of the respondent's fair market value 
equivalent to the debt write o ff. The Northe rn District has 
had a much smaller debt write off, as a percent of asset fair 
market value, than the Southern District--37 percent versus 
60 percent. 
Debt Write Off / EQuity 
For each individual filer who reported both an asset 
fair marke t value a nd a total indebtedness, the farm 
op e rat i on equity level was computed by subtract ing total 
indebtedness from asset fair market value . The debt writ e 
off was divided by the amount of equity to compute the write 
o ff value as a percent of equity . On average , those 
respondents reporting on all necessary items of data had a 
debt write off equivalent to 88 percent of their equity. 
The Southern District respondents reported a debt write of f 
equivalent to 127 percent of their 1994 equi ty, while t he 
Northern District respondents reported a debt write off level 
equivalent to only 64 percent of their 1994 equity. 
174 
EQuity After Hypothetical Reduction in Land Values 
At the end of 1994, the average price of I o wa farm land 
was $1,356. 7 5 At the end of 1986, a time which would 
approximate the land valuation levels t he respondents faced 
when fili ng for Chapter 1 2, the average price of Iowa farm 
land was placed at $787. 76 If land values were to decrease 
from the 1994 levels to the 1986 levels , a 58 percent 
reduction in land values would result. 
To simulate the impact on the respondents of a return to 
1986 land valuation levels, a hypothetical equity was 
compu ted. This hypothetical equity, which would remain in 
the farm operations after a 58 percent decreas e in land 
values , was computed for those filers who reported a fair 
market value for the land under ownership, as well as those 





Michael Duffy & Chris Gingerich, 1994 Iowa Land Value 
Table 1 ( Iowa State University Extension, Ames, IA 1994) 
Id . 
1994 equit y = (1994 FMV of all assets - 1994 total 
indebtedness 
1994 hypothetical land value decrease 
land x . 58 ) 
(1994 FMV of 
Hypothetical equity = (1 994 equity - 1994 hypothetical 
land value decrease ) 
175 
average hypothetical equity is a positive number--$103 ,330 . 
A 95 percent confidence interval for the hypothetical equity 
is $67,085 to $139,575. Assuming that no other source of 
financial loss existed, this indicates the filers would 
maintain a positive equity level if land values were to 
decrease to the levels in place at the end of 1986--the 
depths of the farm financial crisis in the 1980's. Figure 
14.1 shows the hypothetical equity that would remain for the 
farm operations with respect to the plan confirmation, 
discharge, and farm survival categories. Hypothetically, the 
Northern District would have a higher average equity level 
than the Southern District--$119,584 versus $79,490. The 
previous bankruptcy filers are the category which would have 
the highest average hypothetical equity after this farm land 
value dec r ease--$204,916 . 
The present debt/asset ratio, as well as the 
hypothetical equity, also details the improvement in the 
filer's financial position. At filing the average filer had 
a debt / total asset ratio of 2.73, with the median ratio at 
1.89. 78 In 1994, the 49 respondents, reporting both total 
78 Chri s Faiferlick & Neil E. Harl , The Chapter 12 










































































































































































debt and total assets, have an average debt / total asset ratio 
o f .56, with a median ra t i o o f . 47 . 





















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































CHAPTER 15. CONCLUSION 
What has been the impact of Chapter 12 bankruptcy 
reorganization procedures on the farm community? Has the 
bankruptcy act given "family farmers facing bankruptcy a 
fighting chance to r eorganize their debts and keep their 
land[?] 11 79 In the final assessment, Chapter 12 filers have 
c learly been able t o remain connected to farming. Figure 
15.l displays the breakdown of the respondents who have 
managed to continue to farm (74.1%), have at least continued 
to own land (13 .6%), o r have been able to pass the farm 
operation on to a family member (2.5%), versus those who are 
not connected to farming (9 . 9%). Figure 15 . 2 displays the 
status of the 141 contacted filers who remain connected to 
farmi ng (85.1%) ,not connected to farming (12.1%), or did not 
respond (2 . 8%) . 
Realizing that a high proportion of the Chapter 12 
filers continue to be associated with farming, how much of 
this successful survival should be associated with the 
Chapter 12 reorganization plan? The perception of the 
Joint Explanatory Statement of the Comm. o f Conference, 
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Figure 15 .2 The survival rate of located fil e rs 
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helpfulness of Chapter 12, held by the Chapter 12 filers, is 
certainly indicative . Figure 15.3 shows a breakdown of the 
respondents' perceptions of the helpfulness of Chapter 12 in 
dealing with farm finance problems. Sixty-three percent of 
the respondents believe Chapter 12 was helpful to some 
degree. Figure 15.4 displays a breakdown of the respondents' 
desire to recommend Chapter 12 to others in similar financial 
difficulty. Eighty-one percent of the respondents woul d 
recommend Chapter 12 use. These figures provide a graphic 
statement of the Chapter 1 2 users' positive perceptions o f 
the helpfulness of Chapter 12 in resolving farm finance 
problems . 
The effectiveness of Chapter 12 can also be assessed by 
comparing the experiences of those who used the 
reorganization procedures versus those who did not complete 
the reorganization procedures. Generally, the Chapter 12 
user has been more successful financially than the filers who 
did not complete a Chapter 12 plan. With respect to personal 
satisfaction, the plan user was more likely to be happier in 
1 994 than those who did not use a plan . It must be 
remembe red, however, that the data are insufficient to show a 
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indicates why the plan user may be happier. First, the non-
farm income relationship remained fairly constant since 
filing, with those who did not use a plan obtaining only 77 
to 79 percent of the non-farm income o f those who used the 
plan. Second, 1 994 total family income for those who did not 
use a plan was only 72 percent of those who used a 
reorganization plan. Third, those who did not use a 
reorganization plan have had a much more marked reduction in 
acres under ownership. Those who had a plan confirmed have 
had a 19 percent reduction in the average number of acres 
under ownership while those who did not get a plan confirmed 
have suffered a 45 percent reduction in the number of acres 
owned. Those who obtained a discharge under a plan have had 
a 16 percent reduction in the average number of acres under 
ownership whi le those who did no t receive a discharge under a 
plan suffered a 67 percent reduction in acres owned. 
Finally, those who did not get a plan confirmed have slightly 
lower average equity levels than those who got a plan 
confirmed--$209,714 versus $220,531. Those who did not 
receive a discharge under a plan have even markedly lower 
equity levels than those who received a d ischarge under a 
plan- -$232 ,277 versus $61,450. Although the non-plan users 
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report a slightly higher percentage of debt being written off 
than the plan users, all of these other income and equity 
factors indicate a lower degree of financial success. 
Arguably, this higher degree of financial success obtained by 
those who completed a Chapter 12 reorganization plan may be 
attributed, at least in part, to use of the Chapter 12 plan, 
although that conclusion is at most tentative. 
As Chapter 12 has assisted many of the filers in 
continuing to farm, or at least continuing to own land, a 
review of the surviving farmers' positions should be made. 
In other words, if these farmers have survived to this point, 
what is their posit ion for the future? The surviving farmers 
rented approximately 13 percent fewer acres on average in 
1994 than at the time of filing. The surviving farmers own 
approximately 23 percent fe wer acres on average in 1994 than 
at the time of filing, with an average equity of $168,512 in 
their land. Clearly, the farm operations have decreased in 
scope , but the farmers do manage an average net income of 
$16,114 from farming. The average total farm operation 
equity in 1994 was reported as $218 , 986. Most importantly, 
assuming a reduction in land values to those pr evailing at 
the time of these Chapter 12 filings --a 58 percent reduction 
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in land values from those prevailing in 1994- -the surviving 
farmers would maintain an average $103,330 equity level in 
the farm operation. This positive equity level, remaining 
after such a large hypothetical decrease in land values , 
indicates that the surviving filers would perhaps be able to 
persevere through a period of land deflation. 
Are there improvements that can be made to the operation 
of Chapter 12? Altho ugh numerous improvements can be made, 
only two suggestions are presented. 
First, many of the filers decried their inability to 
obtain operating capital while under the plan. Some filers 
contended that, if Chapter 12 was designed to allow farm 
operations to survive, some fo rm of provision needs to be 
made to increase access to operating capital . As farming is 
an industry characterized by a low prof it margin as well as 
seasonal cycles in expenses and income , a better means of 
access to operat ing capital should be considered. 
Chapter 12 has been written to entice lenders to extend 
postpetition credit. "The first 'carrot' is that 
postpetition unsecured credit incurred in the ordinary course 
of business is treated as an administrative expense. As an 
administrative e xpense, these unsecured creditors have first 
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priority after secured creditors." 80 In many instances, 
however, the secured creditors will hold liens on after-
acquired property . This after-acquired property lien, in 
essence, extends a lien not o nly as t o assets which would be 
purchased from the credit proceeds extended to a farme r, but 
it also extends to assets which are hypothetical in nature- -
such as a c r op t o be grown and harvested in the future. If 
the secured creditor is unwilling to extend operat ing credit , 
a new post-petition c redi t or will be reluc tant to extend 
c redit to put a crop in t he ground while having to stand 
behind the secured creditor in the priority order. If post -
petition c reditors were able to stand in front of secured 
creditors, in those instances where the secured creditor has 
obtained a lien on a crop yet to be grown and harvested or 
livestock produced and in which the creditor has no direct 
credit contribution, op erating capital should be more readily 
available . I t would be necessary for the bankruptcy courts 
t o develop a new concept in dealing with af t er-acquired 
property clauses . The courts would have to recognize that 
80 J.A. Flaccus, A Comparison o f 
Chapter 11 and the New Chapter 12, 
L . J . 4 9 , 6 9 (1988-89 ) . 
Farm Bankruptcies in 
11 U. Ark . Little Rock 
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the l i en exten ded only to assets which were purchased with 
credit funds, and the lien would not extend to those assets 
which grow and develop absent the creditor's input . Of 
course, any funds available from the crop or livestock 
proceeds, after reimbursement of the post-petition creditor, 
would be available to the secured creditor. 
Second, the role of the trustee in the bankruptcy 
process shoul d be examined. As stated in the Faiferlick/ Harl 
study, "The secured creditors are capable of protecting their 
own interests. . In many cases, the debtors choose to 
distribute funds to the creditors directly . Furthermore , the 
payments to the trustee reduce the amount that could be 
received by the secured and unsecured creditors. 11 81 I n light 
of the fact that: 1) most of the creditors were relying on 
farm land as the secured asset, 2) farm land is an asset 
which can only be illegally dissipated with great difficulty, 
and 3) some filers were able to make all of their payments 
directly to creditors, perhaps the trus tee's protective and 
administrative role and fee should be reduced or eliminated 
81 Chris Faiferlick & Ne il E. Harl, Th e Chapter 12 
Bankruptcy Experience in Iowa, 9 J. Agri. Tax. & Law (Winter 
1 988) at 334. 
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if the creditor and debtor are able to maintain a working 
relationship absent the trustee's input. 82 
This research project was designed to detail the impact 
of one legislative tool, Chapter 12 bankruptcy, on the 
farmer's ability to survive in farming. Should Chapter 12 be 
allowed to expire in 1998, as the legislation is presently 
written, or should it become a permanent chapter in the 
82 This issue has been addressed in the courts. "The 
courts have generally recognized that payments on fully 
secured claims that are not modified by the bankruptcy plan 
can be paid directly to the creditor. Such payments are not 
'received by' the trustee and thus are not subject to the 
trustee's fee. . For claims that are impaired, the 
courts have been divided. A number of bankruptcy courts 
have required all payments made on impaired claims to be 
paid through the trustee and thus subject to the trustee's 
fee. Other courts allowed debtors to make payments on 
impaired claims directly to creditors either with no 
trustee's fee or a reduced trustee's fee." Neil E . Harl , 
Paying Creditors Directly in Chapter 12 Bankruptcy, Agric. 
L. Dig. , Vol. 6 , No . 1 0 at 73 (Robert P. Achenbach, Jr. ed., 
May 5, 1995 ) . Barnes and Brake, conducting research in New 
York State, have found that "[m]ost plans have provisions 
for the debtor to pay secured creditors directly 'outside 
the plan' instead of making payments to the trustee for 
disbursement. This avoids a fee to the trustee equal to 10% 
of the total payments made. The trustee always received 
payments for administrative and priority expenses in the 
plans, and the trustee usually made disbursements to the 
unsecured creditors." R. Barnes & J. Brake, "Chapter 12 Farm 
Bankruptcy in New York State, A. E. Research 89-21, p . 24 
Cornell University (Nov . 1989) . The Congress needs to 
bring equity to this situation with a definitive provision 
on the appropriateness of excluding some bankruptcy payments 
from the trustee's fee structure. 
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bankruptcy code? Undoubtedly, financial problems will always 
exist to some degree in the farm community . Chapter 12 is 
wo rking and should be preserved so that "the momentum 
required to enact Chapter 12-type legislation after the onset 
of severe economic difficulty [need not be marshalled in the 
future.) Indeed, the most compelling argument for making 
Chapter 12 bankruptcy a permanent chapter in the Bankruptcy 
Code is the importance of maintaining Chapter 1 2 on a standby 
basis . " 8 3 
Although the Chapter 12 legislation appears to have 
assisted those with the worst financial difficulties , as the 
legislat ion was designed, it was not designed to prevent the 
occurrence of financial stress in the farm community. The 
continual migration of people out of rural communities and 
away from farm employment, ongoing for decades, appears to 
continue. One farm bankruptcy participant expressed his view 
o f this ongoing winnowing of the farm population in a 
conversation when he stated, "All the government is doing 
with their programs is setting us up to fail ." Chapter 12 
reorganization procedures can help some farmers through a 
83 Neil E. Harl, Chapter 12 Bankruptcy: A Review and 
Evaluation, 52 Agricultural Finance Review 1, 11 (1992) . 
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fiscal crisis, but Chapter 12 will not stop the migration 
from the farm. 
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APPENDIX A: QUESTIONNAIRE FOR CONFIRMED PLAN USERS 
ID I 
CHAPTER 12 BANKRUPTCY QUESTIONNAIRE: 
CHAPTER 12 BANKRUPTCY IS A RELATIVELY NEW CONCEPT. THE TRIAL 
PERIOD FOR THIS BANKRUPTCY PROCEDURE ENDED ON OCTOBER 1, 1993. 
THE LEGISLATION, HOWEVER, WAS EXTENDED AND REMAINS IN EFFECT 
UNTIL OCTOBER 1, 1998. THE FUTURE OF THIS BANKRUPTCY PROCEDURE 
DEPENDS ON THE PUBLIC PERCEPTION OF THE VALUE .ANO EFFECTIVENESS 
OF THIS PROCEDURE. THIS STUDY IS AN ATTEMPT TO ACCURATELY 
MEASURE THE IMPACT OF THE CHAPTER 12 BANKRUPTCY PROCEDURE ·ON THE 
FARM COMMUNITY. 
Please, circle the appropriate numerical response to each 
question or give the requested written response. Some answers 
may have sub-parts which require a written response. If a 
written response is requested, please print (or type) clearly. 
Do not skip any questions unless the instructions tell you to do 
so . 
PART I -- BACKGROUND INFORMATION 
1 . Did you obtain confirmation of a Chapter 12 Bankruptcy 
reorganization plan? Please circle one answer. 
1 = Yes, I did obtain confirmation of a Chapter 12 plan. 
2 = No, I did not obtain confirmation of a Chapter 12 plan. 
Since you did not obtain confirmation of a Chapter 12 
plan, you do not need to complete this questionnaire. 
Please return it in the envelope provided. 
2. Did you complete payments under the plan and receive a 
discharge? Please circle and complete one answer . 
1 = Yes 
What was the date of the completion of the Chapter 
1 2 p l an ? I 
~~-
Mo . Year 
2 = No 
3. I n 1994 we r e you actively engaged in farming ? In other 
words, do you still farm ? (Cash renting farmland to another 
farmer is not act i ve farmi ng.) 
l = Yes (Go to question 7) 
2 = No (Go to ques tion 4) 
1 
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4 . If you are no longer farming, is this due to: 
Please circle and complete one answer. 
1 = Foreclosure by creditors 
2 = Sale of Property 
How much equity, if any, was retained from the sale? 
s~~~~~~~~---
3 = Deed voluntarily given back to lenders 
4 = other family member took over 
5 = The filer is not physically able to farm 
6 = The filer is deceased 
7 = Retired from farming (The retired farmer may still own 
land which is rented to another farmer.) 
8 = Other reasons, please explain. 
s. If you are no longer farming, when did you cease farming? 
~~-/~~-
Mo. Year 
6. If you are no longer farming, what is your present employment 
status? 
l = Retired 
2 = Unemployed, not looking for work 
3 = Unemployed, looking for work 
4 = Working 
7. What is your age? 
8. Are you .1 
l = Female 
2 = Male 
9. What is the highest educational degree you have obtained? 
Please circle one answer. 
1 = No high school diploma 
2 = High School diploma or equivalent 
3 = Two year degree or equivalent 
4 = Bachelors degree 
5 = Graduate degree 
10. Were you a married person when Chapter 12 was filed? 
l = Yes 
2 = No 
2 
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11. Did you get married or remarried during the Chapter 12 plan 
period? 
1 = Yes 
2 = No 
12. Did you get a divorce or undergo a separation during the 
period of the Chapter 12 plan? 
1 = Yes 
2 = No 
13 . In general, are you more or less happy than before the 
Chapter 12 filing? 
1 = I am happier now than before the Chapter 12 filing. 
2 = I am as happy now as before the Chapter 12 filing. 
3 = I am less happy now than before the Chapter 12 filing. 
14. Generally, how did your neighbors feel about the use of 
Chapter 12 Bankruptcy procedures for farmers in financial 
distress? 
l = Many think it is wrong to use Chapter 12 
2 = Some think it is wrong to use Chapter 12 
3 = They are neutral 
4 = Some are supportive of Chapter 12 use 
5 = Many are supportive of Chapter 12 use 
6 = I do not know how they felt 
15. How have your immediate family relationships been since you 
filed under Chapter 127 Have they b~en • 
1 = severely strained 
2 = slightly strained 
3 = not affected 
4 = a little strengthened 
5 = greatly strengthened 
16. How have your relationships with neighbors and friends been 
since filing under Chapter 127 Relation·ships with neighbors 
and friends have been . . . 
1 = severely strained 
2 = slightly strained 
3 = not affected 
4 = a little strengthened 
5 = greatly strengthened 
3 
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17. How do you feel about the helpfulness of Chapter 12 
Bankruptcy in dealing with farm financial problems? 
1 = It was very helpful 
2 = It was slightly helpful 
3 = I have mixed feelings 
4 = It was not helpful 
5 = It was not at all helpful 
18. Would you recommend Chapter 12 to neighbors who might be in 
simi lar financial difficulty compared to your situation at 
the time of your filing? 
1 = Yes, definitely 
2 = Yes, probably 
3 = No, probably not 
4 = No, definitely not 
PART II -- FINANCE QUESTIONS 
19. At the time of the Chapter 12 filing, did you have non-farm 
income? Please circle and complete one answer. 
1 = Yes, I had non-farm income. 
How much was this income on an annual basis? 
s 
~--,-~~---.-.----.---.~ 
2 = No, I had no income from off the farm. 
20. At present, do you have non-farm income? Please circle and 
complete one answer. 
1 = I have non-farm income. 
How much is this income on an annual basis? 
s 
~--,---,-----,....---,----.---,..---. 
2 = I have no income from off the farm. 
21 . At the time of the Chapter 12 filing, did your spouse have 
non-farm income? Please circle and complete one answer. 
1 = My spouse had non-farm income. 
How much was this income on an annual basis? 
s 
~~~~~~---.~~ 
2 = My spouse had no income from off the farm. 
22. At present, does your spouse have non-farm income? Please 
circle and complete one answer . 
1 = My spouse has non-farm income. 
How much is this income on an annual basis? 
s~~~---.---.~---.--.-
2 = My spouse has no income from off the farm. 
4 
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23 . At present, what is your total family income from all 
sources? (This total should include wages and salary, 
business and investment income, child support, social 
security or any other types of income.) S 
~~~~~~~~ 
24. Did you or any other household member receive $10,000 or more 
by gift or inheritance during the Chapter 12 plan period? 
Please circle and complete one answer . 
1 = Yes 
2 = No 
a. Please , estimate the value of the gifts or 
inheritance received during the Chapter 12 period. 
$..,........~~~ ......... ~~~~ 
b. Did the gifts or inheritance go to creditors? 
1 = Yes, the gifts went to creditors. 
2 = No, the gifts did not go to creditors. 
25. Compared to the situation before the Chapter 12 filing, how 
do you rate your ability to receive credit during the Chapter 
12 plan period? 
1 = much easier to get more credit during the plan period 
2 = somewhat easier to get more credit during the plan period 
than before filing. 
3 = no easier or harder to get credit during the plan period 
than it was prior to filing. 
4 = somewhat harder to get credit during the plan period than 
befo~e filing. 
5 = almost impossible to get credit during the plan period. 
26. Approximately how much new credit was extended or old credit 
was renewed during the Chapter 12 plan period? (If none, go 
to the next question.) S 
~~~~~~~~~~~-
In the columns below, please list in column A where you 
obtained credit (i.e. bank, FHA, etc.), and in column B the 
amount of credit obtained. Finally, in column c indicate "S" 
if the credit was secured or "U" if it was unsecured. 
A) SOURCE OF CREDIT B) $ AMOUNT OF CREDIT C) S/U 
5 
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IF YOU HAVE NOT COMPLETED THE CHAPTER 12 PLAN, SKIP TO 
QUESTION 29. 
27. If you have completed the Chapter 12 plan, how do you rate 
your ability to receive more credit after the Chapter 12 plan 
period, compared to your ability to receive credit during the 
Chapter 12 plan period? 
1 = Much easier to get more credit since the end of the plan 
period. 
2 = Somewhat easier to get more credit since the end of the 
plan period. 
3 = No easier or harder to get credit after the plan period 
than it was during the filing under Chapter 12. 
4 = Somewhat harder to get more credit since the end of the 
plan period. 
5 = Almost impossible to get credit since the end of the plan 
peri od. 
28. How much new credit has been extended since the completion of 
the Chapter 12 plan period? S 
~~~~~~~~~~~~~-
In the columns below, please list in column A where you 
obtained credit (i.e. bank, ·FHA, etc.), and in column B the 
amount of credit obtained. Finally, in column C indicate "S" 
if the credit was secured or "U" it it was unsecured. 
A) SOURCE OF CREDIT B) S AMOUNT OF CREDIT C ) S/U 
6 
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PART III -- FARM OPERATION 
29. What type of farm operation did you have when the Chapter 12 
plan was filed? 
1 = Grain farm 
2 = Grain/beef cattle farm 
3 = Grain/dairy farm 
4 = Grain/hog farm 
5 = Grain/poultry or turkey farm 
6 = Grain/sheep farm 
7 = Grain/multiple livestock farm 
8 = Other, please specify 
IF YOU HAD NO LIVESTOCK OPERATIONS DURING THE CHAPTER 12 
PERIOD, SKIP TO QUESTION 31. 
30. Do you believe the profits from your livestock operation 
substantially improved your ability to remain in farming? 
1 = Yes, a great deal 
2 = Yes, a little 
3 = No, not at all 
31. If you had operated strictly a grain farm during the Chapter 
12 period, do you believe that you would be farming today? 
1 = Yes 
2 = No 
32. In order to alleviate your financial condition, did you sell 
breeding stock during the Chapter 12 period? Please circle 
and complete one answer. 
1 = Yes, I sold breeding stock. 
In hindsight, was the sale of this breeding stock a 
financially wise move? 
1 = Yes, it was a wise sale. 
2 = No, it was not a wise sale. 
2 = No, I did not sell breeding stock. 
33. How many acres did you rent from others, for active farming 
purposes, when the Chapter 12 plan was filed? 
7 
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34. Do you now own farm land? Please circle and complete one 
answer. 
1 = Yes, I do own farm land. 
a. How many acres do you own? 
b. What is the total debt on this land? $ 
~-..,.........,.--.-:-~=-=-
c. What is the present fair market value of this land? 
$ 
....,.......__,__,__,__,__,,__~ 
2 = No, I do not own farm land. 
35. Since filing under Chapter 12, have you purchased any farm 
land? Please circle and complete one answer. 
1 = Yes, I have purchased farm land since filing. 
a. How many acres did you purchase? 
b . To purchase this land, how much money did you 
borrow? S 
~--.--.--.--,--.--.-
2 = No, I have not purchased farm land since filing. 
36. Did you buy any new or used equipment, costing more than 
Sl,OOO, during the plan period? Please circle and complete 
one answer. 
1 = Yes, I purchased new or used equipment. 
a. Total dollar value of new equipment purchased? 
b. Total dollar value of used equipment purchased? 
c. Did any neighbors criticize you for purchasing new 
or used equipment while operating under the Chapter 
12 plan? 
1 =Many neighbors criticized my purchases. 
2 = A few neighbors criticized my purchases. 
3 = No neighbors criticized my purchases. 
2 = No, I purchased no new or used equipment. 
If you purchased any new machinery or equipment, please list 
the new machinery and equipment purchased and the approximate 
cost. 
NEW MACHINERY: COST: 
8 
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Please list the used machinery and equipment purchased nnd 
the approximate cost. 
USED MACHINERY: COST: 
37. Did you sell any equipment during the Chapter 12 plan period? 
Please circle and complete one answer. 
1 = Yes, I sold equipment during the Chapter 12 period. 
a. Total dollars generated by the equipment sales? 
s . 
b. Were the funds, generated by the equipment sales, 
available to the farming operation, or were they 
given to creditors? 
1 = Funds were available to the farming operation. 
2 = Funds were given to the creditors. 
2 = No, I did not sell equipment during the Chapter 12 
period. 
If you sold machinery and equipment during Chapter 12, please 
list the machinery and equipment sold and the dollar value 
generated from each item. 
MACHINERY OR EQUIPMENT: SALES PRICE: 
9 
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38. Did you have adequate access to the appropriate farm 
machinery when operating under the Chapter 12 plan? 
1 = Had much less access to the appropriate machinery under 
Chapter 12 than existed prior to filing 
2 = Had somewhat less access to the appropriate machinery 
under Chapter 12 than existed prior to filing 
3 = Had the same ·access to the appropriate machinery under 
Chapter 12 that existed prior to filing 
4 = Had somewhat better access to the appropriate machinery 
under Chapter 12 than existed prior to filing 
s = Had much better access to the appropriate machinery under 
Chapter 12 than existed prior to filing 
PART IV -- CHAPTER 12 OPERATIONAL ISSUES 
39. How much did the trustee receive in tees? S 
~~~~~~~~ 
40. How much did attorneys receive in fees? S 
~~~~~~~~~-
4 l. After commencement of the Chapter 12 plan, were there court 
approved modifications to the plan? 
1 = Yes 
2 = No 
42. Did you miss any payments specified under the Chapter 12 
plan? 
1 = Yes 
2 = No 
43. As an annual average, how much was allowed for living 
expenses under the plan7 s~~~~~~~~~~-
44. Were adequate living expenses allowed for under the Chapter 
12 plan? 
1 = Yes 
2 = No 
45. Did any creditors object to the living expenses which were 
allocated during the Chapter 12 plan period? Please circle 
and complete one answer. 
1 = Yes, some creditors objected. 
Which creditors objected? 
2 = No, creditors did not object. 
10 
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46. When the plan was established, the amount of income to be 
generated under the plan was projected. In hindsight, did 
this income pro jection end up being overly optimistic, overly 
pessimistic, or just right? 
1 = Overly optimistic 
2 = Overly pessimistic 
3 = Just right 
47. When the plan was established, did you think that plan 
projections about income were optimistic, . pessimistic, or 
just right? 
1 = Optimistic 
2 = Pessimistic 
3 = Just right 
IF YOU ARE NO LONGER FARMING, PLEASE SKIP TO THE INDIVIDUAL 
CREDITOR QUESTIONS ATTACHED TO THE END OF THIS SURVEY. 
IF YOU ARE PRESENTLY ACTIVELY ENGAGED IN FARMING, PLEASE ANSWER 
THE QUESTIONS IN THE SECTION BELOW. 
48. At present, what is the ownership status of the farming 
operation? 
1 = Corporation 
2 = Sole proprietorship 
3 = Partnership 
4 = Other, Please specify 
---------~ 
49. What type of farm operation exists at present? 
1 = Grain farm 
2 = Grain/beef cattle farm 
3 = Grain/dairy farm 
4 = Grain/hog farm 
5 = Grain/poultry or turkey farm 
6 = Grain/sheep farm 
7 = Grain/multiple livestock farm 
8 = Other, please specify 
50. At present, how many acres do you rent from others, for 
active farming purposes? 
51. Who keeps the farm accounting records at present? Please 
circle one answer. 
1 = Myself or a family member 
2 = Professional bookkeeper or accountant 
3 = Other person, please specify --------
11 
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52. What is your estimate of the average annual gross income 
which you generate from farming? Please give an annual 
average of the last three years gross income. (Total income 
before deductions for expenses) $~~~~~~~~~~~~-
53. What is your estimate of the average annual net income which 
you generate from farming? Please give an annual average of 
the last three years net income. (Total income after 
deduction for expenses) $ --
54. What is your total indebtedness at present? $~~~~~~~--
55 . Of your total present indebtedness, please allocate this 
total into the three classes of debt below: 
1 = Total debt secured by land = s 
2 = Other secured debt = $ 
3 = Total unsecured debt=-$ 
56. How many creditors do you have at present? _ _ 




·INDIVIDUAL CREDITOR QUESTIONS: 
This section of the questionnaire covers the changes in your 
credit arrangements since the filing under Chapter 12. Each 
column is to be filled in with information from each of your 
classes of creditors. The different classes of creditors are: 
Federal Land Bank, or FLB 
small Business Administration, or SBA 
Farmers' Home Administration, or FHA 
Production Credit Association, or PCA 
Commodity credit Corp., or CCC 
Private Individual Creditors 
Private Business Creditors 
Insurance Companies 
Banks and Savings and Loans 
Federal Deposit Insurance Corp., or FDIC 
Please, indicate in the first available box under Column A one of 
your creditors. Answer the remainder ot the questions for that 
creditor in the other boxes of Column A. If you had an 
additional creditor, put that creditors name at the top of Column 
B and answer the remainder of the questions for the creditor. 
For instance, you might have had the FHA as a creditor. Write 
"FHA" in the creditor box of Column A. Answer all of the 
questions, in Column A, concerning the status and alterations 
made to the FHA credit arrangements. After completing the FHA, 
move on to Column B and the next creditor. 
For private individuals, businesses, insurance companies and 
banks, it is not necessary to fill in a column for each private 
creditor. Treat each of these classes ot creditors as a group. 
For instance, all business creditors should be in one group--not 
separated between the different feed and fertilizer suppliers. 
If you had more than three creditors, another copy of this form 
is attached. Please provide answers for each of your creditors 




In total, how much credit had been 
extended by this creditor when 
Chapter 12 was originally filed? 
CREDIT SECURED BY FARM LAND: 
1. How much of the total credit 
extended was secured by farm land? 
2. How many acres were collateral? 
3. How much of this secured farm 
land debt was voluntarily written 
off by the creditor? 
4. How much of this secured farm 
land debt was discharged on 
completion of the Chapter 12 plan? 
s. Under the Chapter 12 plan, was 
the length of the loan changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
6. Under the Chapter 12 plan, was 
the interest rate of the loan 
changed? Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
CREDIT SECURED BY OTHER ASSETS: 
7. How much of the total credit 
extended was secured by assets 
other than farm land? 
a. How much of this asset secured 
debt was voluntarily written off 
by the creditor? 
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9. How much of this asset secured 
debt was discharged on completion 
of the Chapter 12 plan? 
10. Under the Chapter 12 plan, was 
the length of the loan changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
11. Under the Chapter 12 plan, was 
the interest rate of the loan 
changed? Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
UNSECURED CREDIT: 
12. How much of the total credit 
extended was unsecured? 
13. How much of this unsecured debt 
was voluntarily written off by the 
creditor? 
14. How much of this unsecured debt 
was discharged on completion of the 
Chapter 12 plan? 
15. Under the Chapter 12 plan, was 
the length of the loan changed? 
Please indicate yes or no. 
, If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
16. Under the Chapter 12 plan, was 
the interest rate of the loan 
changed? Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
15 
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Creditor: 
In total, how much credit had been 
extended by this creditor when 
Chapter 12 was originally filed? 
CREDIT SECURED BY FARM LAND: 
1. How much of the total credit 
extended was secured by farm land? 
2. How many acres were collateral? 
3. How much of this secured farm 
land debt was voluntarily written 
off by the creditor? 
4. How much of this secured farm 
land debt was discharged on 
completion of the Chapter 12 plan? 
s. Under the Chapter 12 plan, was 
the length of the loan changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
6. Under the Chapter 12 plan, was 
the interest rate of the loan 
changed? Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new i nterest 
rate on the loan? 
CREDIT SECURED BY OTHER ASSETS: 
7 . How much of the total credit 
extended was secured by assets 
other than farm land? 
8. How much of this asset secured 
debt was voluntarily written off 
by the creditor? 
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·9. How much of this asset secured 
debt was discharged on completion 
of the Chapter 12 plan? 
10. Under the Chapter 12 plan, was 
the length of the loan changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
11. Under the Chapter 12 plan, was 
the interest rate of the loan 
changed? Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
UNSECURED CREDIT: 
12. How much of the total credit 
extended was unsecured? 
13. How much of this unsecured debt 
was voluntarily written off by the 
creditor? 
14. How much of this unsecured debt 
was discharged on completion of the 
Chapter 12 plan? 
15. Under the Chapter 12 plan, was 
,the length of the loan changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the or i ginal term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
16. Under the Chapter 12 plan, was 
the interest rate of the loan 
changed? Please indicate yes or no. 
If yes, what wa s the original 
i nterest rate on the loan? 
If yes , what was the new interest 
rate on the loa n? 
17 
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APPENDIX B : QUESTIONNAIRE FOR UNCONFIRMED PLAN USERS 
ID # 
CHAPTER 12 BANKRUPTCY QUESTIONNAIRE:. 
CHAPTER 12 BANKRUPTCY IS A RELATIVELY NEW CONCEPT. THE TRIAL 
PERIOD FOR THIS BANKRUPTCY PROCEDURE ENDED ON OCTOBER 1, 1993. 
THE LEGISLATION, HOWEVER, WAS EXTENDED AND REMAINS IN EFFECT 
UNTIL OCTOBER 1, 1998. THE FUTURE OF THIS BANKRUPTCY PROCEDURE 
DEPENDS ON THE PUBLIC PERCEPTION OF THE VALUE AND EFFECTIVENESS 
OF THIS PROCEDURE. THIS STUDY IS AN ATTEMPT TO ACCURATELY 
MEASURE THE IMPACT OF THE CHAPTER 12 BANKRUPTCY PROCEDURE ON THE 
FARM COMMUNITY . 
Please, circle the appropriate numerical response to each 
question or give the requested written response. Some answers 
may have sub-parts which require a written response . If a 
written response is requested, please print (or type) clearly . 
Do not skip any questions unless the instructions tell you to do 
so . 
PART I -- BACKGROUND INFORMATION 
1. Di d you obtain confirmation of a Chapter 12 Bankruptcy 
reorganization plan? Please circle one answer. 
1 =Yes, I did obtain confirmation .of a Chapter 12 plan. 
2 = No, I did not obtain confirmation of a Chapter 12 plan. 
(If the answer is no, go to question 3) 
2 . Did you compl e te payments under the plan and receive a 
discharge? Please circle and complete one answer. 
1 = Yes 
2 = No 
What was the date of the completion of the Chapter 
12 plan? I 
-.,...--
Mo. Year 
Since you obtained confirmation of a Chapter 12 plan, 
you do not need to complete this particular 
questionnaire. Please return it in the envelope 
provided. 
3 . If you were unable to use Chapter 12 Bankruptcy procedures, 
why did you not use Chapter 12 Bankruptcy procedures? 
1 = Used Chapter 7 Bankruptcy procedures instead 
2 = Used Chapter 11 Bankruptcy procedures instead 
3 = Privately negotiated a settlement with creditors 
4 = Creditors were unwilling to confirm a plan--would not 
negotiate- -and foreclosed 
5 = Inadequate legal assistance was provided and the plan, 
therefore, was not approved 
6 = Other, please explain 
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4 . Do you believe that creditors would have negotiated, with 
respect to any private settlement, if Chapter 12 had not been 
in existence? 
1 = Yes, creditors would have negotiated even if Chapter 12 
had not been in existence. 
2 = No, creditors would not have negotiated if Chapter 12 had 
not been in existence. 
5 . In 1994 were you actively engaged in farming? In other 
words, do you still farm? (Cash renting farmland to another 
farmer is not active farming . ) 
1 = Yes (Go to question 9) 
2 = No (Go to question 6) 
6 . If you are no longer farming , is this due to: 
Please circle and complete one answer. 
1 = Foreclosure by creditors 
2 = Sale of Property 
How much equity, if any, was retained from the sale? 
$ 
3 = Dee~d~v-o~l-u_n_t_a_r_i~'l~y~-g~i-ven back to lenders 
4 = Other family member took over 
5 = The filer is not physically able to farm 
6 = The filer is deceased 
7 = Retired from farming (The retired farmer may stil l own 
land which is rented to another farmer.) 
8 = Other reasons, please explain. 
7. If you are no longer farming, when did you cease farming? 
I _,...,.M_o_._ -~Y_e_a_r 
8. If you are no longer farming, what is your present employment 
status? 
1 = Retired 
2 = Unemployed, not looking for work 
3 = Unemployed, looking for work 
4 = Working 
9. What is your age? 
10. Are you .? 
1 = Fema le 
2 = Male 
2 
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11. What is the highest educational degree you have obtained? 
Please circle one answer. 
1 = No high school diploma 
2 = High School diploma or equivalent 
3 = Two year degree or equivalent 
4 = Bachelors degree 
5 = Graduate degree 
Note: Many of the following questions concern changes that have 
occurred since your filing for Chapter 12 Bankruptcy. Although 
you may have been unsuccessful in your attempt to obtain a 
Chapter 12 plan, the questions specifically ask about changes in 
your life from the date when you attempted the use of Chapter 12 . 
12. Were you a married person when Chapter 12 was filed? 
1 = Yes 
2 = No 
13. Did you get married or remarried since filing for Chapter 12? 
1 = Yes 
2 = No 
14. Did you get a divorce or undergo a separation since filing 
f or Chapter 12? 
1 = Yes 
2 = No 
15 . In general, are you more or less happy than before the 
Chapter 12 filing? 
1 = I am happier now than before the Chapter 12 filing. 
2 = I am as happy now as before the Chapter 12 filing. 
3 = I am less happy now than before the Chapter 12 filing. 
· 16. Generally, how did your neighbors feel about the use of 
Chapter 12 Bankruptcy procedures for farmers in financial 
distress? 
1 = Many think it is wrong to use Chapter 12 
2 = Some think it is wrong to use Chapter 12 
3 = They are neutral 
4 = Some are supportive of Chapter 12 use 
5 = Many are supportive of Chapter 12 use 
6 = I do not know how they felt 
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17. How have your immediate family relationships been since you 
filed under Chapter 12? Have they been • . . 
1 = severely strained 
2 = slightly strained 
3 = not affected 
4 = a little strengthened 
5 = greatly strengthened 
18. How have your relationships with neighbors and friends been 
since filing under Chapter 12? Relationships with neighbors 
and friends have been . . . 
1 = severely strained 
2 = slightly strained 
3 = not affected 
4 = a little strengthened 
5 = greatly strengthened 
19. How do you feel about the helpfulness of Chapter 12 
Bankruptcy in dealing with farm financial problems? 
1 = It may be very helpful 
2 = It may be slightly helpful 
3 = I have mixed feelings 
4 = It may not be helpful 
5 = It may not be at all helpful 
20. Would you recommend Chapter 12 to neighbors who might be in 
similar financial difficulty compared to your situation at 
the time of your filing? 
1 = Yes, definitely 
2 = Yes, probably 
3 = No, probably not 
4 = No, definitely not 
PART II -- FINANCE QUESTIONS 
21. At the time of the Chapter 12 filing, did you have non-farm 
income? Please circle and complete one answer. 
1 = Yes, I had non-farm income. 
How much was this income on an annual basis? 
$ 
2 = No,--=r---r-h-aa no income from off the farm. 
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22. At present, do you have non-farm income? Please circle and 
complete one answer. 
1 = I have non-farm income. 
How much is this income on an annual basis? 
$ 
2 = I h_a_v_e~n-o___,i~n-c_o_m_e~-f-r-om off the farm . 
23. At the time o f the Chapter 12 filing , di d your spouse have 
non-farm income? Please circle and complete one answer. 
1 = My spouse had non-farm income. 
How much was this income on an ann~al basis? 
$ 
2 = My _s_p_o_u_s_e--..h_a_d"T"""°°n-o~~in~come from off the farm. 
24. At present, does your spouse have non-farm income? Please 
circle and complete one answer. 
1 = My spouse has non-farm income. 
How much is this income on an annual basis? 
$ 
2 = My spouse has no income from off the farm. 
25. At present, what is your total family income from all 
sources? (This total should include wages and salary, 
business and investment income, child support, social 
security or any other types of income.) $ 
~~~~~~~~-
26 . Did you or any other household member receive $10,000 or more 
by gift or inheritance since filing the Chapter 12 plan? 
Please circle and complete one answer. 
1 = Yes 
2 = No 
a. Please, estimate the value of the gifts or 
inheritance received since filing Chapter 12. 
$ 
b. D~the gifts or inheritance go to creditors? 
1 = Yes, the gifts went to creditors. 
2 = No, the gifts did not go to creditors. 
27 . Approximately how much new credit has been extended or old 
credit renewed since filing under Chapter 12? (If none, go 
to the next question.) $~~~~~~~~~~~~ 
5 
218 
In the columns below, please list in column A where you 
obtained credit (i.e. bank, FHA, etc.), and in column B the 
amount of credit obtained. Finally, in column C indicate "S" 
if the credit was secured ·or "U" if it ~as unsecured. 
A) SOURCE OF CREDIT B) $ AMOUNT OF CREDIT C) S/U 
28. How do you rate your ability to receive more credit now, 
compared to your ability to receive credit at the time of the 
Chapter 12 filing? 
1 = Much easier to get more credit now. 
2 = Somewhat easier to get more credit now. 
3 = No easier or harder to get credit now. 
4 = Somewhat harder to get more credit now. 
5 = Almost impossible to get credit now. 
IF YOU ARE NO LONGER FARMING, PLEASE SKIP TO THE INDIVIDUAL 
CREDITOR QUESTIONS ATTACHED TO THE END OF TRIS SURVEY. 
IF YOU ARE PRESENTLY ACTIVELY ENGAGED IN FARMING, PLEASE ANSWER 
THE QUESTIONS IN THE SECTION BELOW. 
PART III -- FARM OPERATION 
29. What type of farm operation did you have when the Chapter 12 
plan was filed? 
1 = Grain farm 
2 = Grain/beef cattle farm 
3 = Grain/dairy farm 
4 = Grain/hog farm 
5 = Grain/poultry or turkey farm 
6 = Grain/sheep farm 
7 = Grain/multiple livestock farm 
8 = Other, please specify 
~~~~~~~~-
IF YOU HAD NO LIVESTOCK OPERATIONS WHEN CHAPTER 12 WAS FILED, 
SKIP TO QUESTION 31. 
30. Do you believe the profits from your livestock operation 
substantially improved your ability to remain in farming? 
1 = Yes, a great deal 
2 = Yes, a little 
3 = No, not at all 
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31 . If you had operated strictly a grain farm when filing under 
Chapter 12, do you believe that you would be farming today? 
1 = Yes 
2 = No 
32. In order to alleviate your financial condition, did you sell 
breeding stock during this period of financial stress? 
Please circle and complete one answer. 
1 = Yes, I sold breeding stock. 
In hindsight, was the sale of this breeding stock a 
financially wise move? 
1 = Yes, it was a wise sale. 
2 = No, it was ·not a wise sale. 
2 = No, I did not sell breeding stock. 
33. How many acres did you rent from others, for active farming 
purposes, when the Chapter 12 plan was filed? 
34. Do you now own farm land? Please circle and complete one 
answer . 
1 = Yes, I do own farm land. 
a. How many acres do you own? 
b. What is the total debt on this land? $ 
c. What is the present fair market value -o-f~t~h-i-s~l-a_n_d~?-
$ 
2 = No, I ~d-o~n-o~t~o-w_n__,,f~a-r_m_land. 
35. Since filing under Chapter 12, have you purchased any farm 
land? Please circle and complete one answer. 
1 = Yes, I have purchased farm land since filing. 
a. How many acres did you purchase? 
b. To purchase this land, how much money did you 
borrow? $ 
2 = No, I have not~p-u_r_c~h-a_s_e~d.--.f~a-r-m land since filing. 
36. Did you buy any new or used equipment, costing more than 
$1,000, since filing under Chapter 12? Please circle and 
complete one answer. 
1 = Yes, I purchased new or used equipment. 
a. Total dollar value of new equipment purchased? 
b. Total dollar value of used equipment purchased? 
2 = No, I purchased no new or used equipment. 
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If you purchased any new machinery or equipment, please list 
the new machinery and equipment .purchased and the approximate 
cost. 
NEW MACHINERY: COST: 
----·--
Please list the used machinery and equipment purchased and 
the approximate cost. 
USED MACHINERY: COST: 
37. Did you sell any equipment sin~e filing under Chapter 12? 
Please circle and complete one answer. 
1 = Yes, I sold equipment during th~ Chapter 12 period. 
a. Total dollars generated by the equipment sales? 
$ 
b . Were the funds, generated by the equipment sales, 
available to the farming operation, or were they 
given to creditors? 
1 = Funds were available to the farming operation. 
2 = Funds were given to the creditors. 
2 = No, I did not sell equipment during the Chapter 12 
period. 
If you sold machinery and equipment during Chapter 12, please 
list the machinery and equipment sold and the dollar value 
generated from each item. 
MACHINERY OR EQUIPMENT: SALES PRICE: 
38. Did you have adequate access to the appropriate farm 
machinery since filing under the Chapter 12 plan? 
1 = Had much less access to the appropriate machinery 
2 = Had somewhat less access to the appropriate machinery 
3 = Had the same access to the appropriate machinery 
4 = Had somewhat better access to the appropriate machinery 
5 = Had much better access to the appropriate machinery 
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39. At present, what is the ownership status of the farming 
operation? 
1 = Corporation 
2 = Sole proprietorship 
3 = Partnership 
4 = Other, Please specify ---
40 . What type of farm operation exists at present? 
1 = Grain farm 
2 = Grain/beef cattle farm 
3 = Grain/dairy farm 
4 = Grain/hog farm 
5 = Grain/poultry or turkey farm 
6 = Grain/sheep farm 
7 = Grain/multiple livestock farm 
8 = Other, please specify 
41. At present, how many acres do you rent from others, for 
active farming purposes? 
42. Who keeps the farm accounting records at present? Please 
circle one answer. 
1 = Myself or a family member 
2 = Professional bookkeeper or accountant 
3 = Other person, please specify 
~~~~~~~~ 
43. What is your estimate of the average annual gross income 
which you generate from farming? Please give an annual 
average of the last three years gross income. (Total income 
before deductions for expenses) $ 
~~~~~~~~~~~~~ 
44. What is your estimate of the average annual net income which 
you generate from farming? Please give an annual average of 
the last three years net income. (Total income after 
deduction for expenses) $ 
~~~~~~~~~ 
45. What is your total indebtedness at present? $--~~~~~~-
46 . Of your total present indebtedness, please allocate this 
total into the three classes of debt below: 
1 = Total debt secured by land = $ 
2 = Other secured debt = $ -~~~~-~~~--
3 = Total unsecured debt = 
47. How many creditors do you have at present? 




INDIVIDUAL CREDITOR QUESTIONS: 
This section of the questionnaire covers the changes in your 
credit arrangements -since the filing under Chapter 12. Each 
column is to be filled in with information from each of your 
classes of creditors. The different classes of creditors are: 
Federal Land Bank, or FLB 
Small Business Administration, or SBA 
Farmers' Home Administration, or FmHA 
Production Credit Association, or PCA 
Commodity Credit Corp., or CCC 
Private Individual Creditors 
Private Business Creditors 
Insurance Companies 
Banks and Savings and Loans 
Federal Deposit Insurance Corp., or FDIC 
Please, indicate in the first available box under Column A one of 
your creditors. Answer the remainder of the questions for that 
creditor in the other boxes of Column A. If you had an 
additional creditor, put that creditors name at the top of Column 
B and answer the remainder of the questions for the creditor. 
For instance, you might have had the FmHA as a creditor. Write 
"FmHA" in the creditor box of Column A. Answer all of the 
questions, in Column A, concerning the status and alterations 
made to the FmHA credit arrangements. After completing the FmHA, 
move on to Column B and the next creditor. 
For private individuals, businesses, insurance companies and 
· banks, it is not necessary to fill in a column for each private 
creditor. Treat each of these classes of creditors as a group. 
For instance, all business creditors should be in one group--not 
separated between the different feed and fertilizer suppliers. 
If you had more than three creditors, another copy of this for~ 
is attached. Please provide answers for each of your creditors 
on these additional pages if necessary. 
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Creditor: 
In total, how much credit had been 
extended by this creditor when 
Chapter 12 was originally filed? 
CREDIT SECURED BY FARM LAND: 
1 . How much of the total credit 
extended was secured by farm land? 
2. How many acres were collateral? 
3. How much of this secured farm 
land debt was voluntarily written 
off by the creditor? 
4. How much of this secured farm 
land debt did the creditor lose 
in any foreclosure procedure? 
5 . Was the length of the loan 
changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
6. Was the interest rate of the 
loan changed? 
Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
CREDIT SECURED BY OTHER ASSETS: 
7. How much of the total credit 
extended was secured by assets 
other than farm land? 
8. How muc h of this asset secured 
debt was voluntarily written off 
by the creditor? 
11 
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9. How much of this asset secured 
debt did the creditor lose in any 
foreclosure procedure? 
10. Was the length of the loan 
changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
11. Was the interest rate of the 
loan changed? 
Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
UNSECURED CREDIT: 
12. How much of the total credit 
ex tended was unsecured? 
13. How much of this unsecured debt! 
was voluntarily written off by the 
creditor? 
! 
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14 . How much of this unsecured debt!~~~~~ 
did the creditor lose in any 
foreclosure procedure? 
15 . Was the length of the loan 
changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
16. Was the interest rate of the 
loan changed? 
Please indicate yes or no. 
If yes , what was the original 
interest rate on the loan? 
If yes, what was the new interest 






In total, how much credit had been 
extended by this creditor when 
Chapter 12 was originally filed? 
CREDIT SECURED BY FARM LAND: 
1. How much of the total credit 
extended was secured by farm land? 
2. How many acres were collateral? 
3. How much of this secured farm 
land debt was voluntarily written 
off by the creditor? 
4 . How much of this secured farm 
land debt did the creditor lose 
in any foreclosure procedure? 
5. Was the length of the loan 
changed? 
Please indicate yes or no. 
If yes, how many years remained on 
the original term of the loan? 
If yes, how many years are there 
in the new term of the loan? 
6 . Was the interest rate of the 
loan changed? 
Please indicate yes or no. 
I f yes, what was the original 
. interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
CREDIT SECURED BY OTHER ASSETS: 
7. How much of the total credit 
extended was secured by assets 
other than farm land? 
8 . How much of this asset secured 
debt was voluntarily written off 
by the creditor? 
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9. How much of this asset secured 
debt did the creditor lose in any 
foreclosure procedure? 
10 . Was the length of the loan 
changed? 
Please indicate yes or no . 
If yes, how many years remained on 
the original term of the loan? 
If yes , how many years are there 
in the new term of the loan? 
11. Was the interest rate of the 
loan changed? 
Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes , what was the new interest 
rate on the loan? 
UNSECURED CREDIT : 
12. How much of the total c redit 
extended was unsecured? 
13 . How much of this unsecured debt! 
was volun t ari l y written off by the ' 
creditor? 
14. How much of this unsecured debt 
did the creditor lose in any 
fore closure procedure? 
15 . Was the length of the loan 
changed? 
Please indicate yes or no. 
If yes , how many years remained on 
the original term of the loan? 
If yes, how m3ny years are there 
in the new term of the loan? 
16. Was the interest rate of the 
loan changed? 
Please indicate yes or no. 
If yes, what was the original 
interest rate on the loan? 
If yes, what was the new interest 
rate on the loan? 
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